
California 
Fair Political 
Practices Commission 

Gregory R. Cox, Mayor 
city of Chula vista 
276 Fourth Avenue 
Chula vista, CA 92010 

Dear Mayor Cox: 

June 16, 1987 

Re: Your Request for Advice 
Our File No. A-87-l28 

You have requested advice concerning your duties as Mayor 
of the City of Chula Vista under the conflict of interest 
provisions of the Political Reform Act (the "Act l ).11 In 
addition to your letter, we have received and reviewed an 
opinion letter which was provided to you by Dan Stanford, 
Attorney at Law. 

QUESTIONS 

1. Are you prohibited from participating in decisions on 
development projects in which the developer is a subsidiary of 
a corporation which provided a loan to you and another party? 

2. Are you prohibited from participating in decisions 
regarding the subsidiary's development projects by virtue of 
the fact that you hold an ownership interest in real property 
located in Austin, Texas which is security for the loan? 

3. Are you prohibited from participating in decisions 
regarding the subsidiary's development projects where the 
proceeds of the loan were used solely for the real property in 
which you hold an ownership interest? 

4. Are you required to disclose, in your past or future 
statements of economic interests, your ownership interest in 
the Texas property? 

11 Government Code sections 81000-91015. All statutory 
references are to the Government Code unless otherwise 
indicated. 
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5. Are you required to disclose the loan in your past or 
future statements of economic interests? 

CONCLUSIONS 

1. Unless the loan was received in the regular course of 
business, on terms available to the public without regard to 
official status, you are prohibited from participating in any 
decision which will have a reasonably foreseeable material 
financial effect on the parent corporation or its subsidiary 
which is distinguishable from the effect on the public 
generally. We do not have sufficient facts to determine 
whether the loan was received in the regular course of business 
on terms available to the public without regard to official 
status. 

2. The fact that you have an ownership interest in the 
real property which is security for the loan is not a basis for 
you to disqualify from decisions affecting the lender's 
subsidiary corporation. However, as described above, the loan 
itself may be a basis for disqualification. 

3. Regardless of how the loan proceeds were used, the loan 
is a basis for disqualification from decisions affecting the 
lender's subsidiary unless the loan was <received in the regular 
course of business on terms available to the public without 
regard to official status. 

4. You are not required to disclose your ownership 
interest in the Texas property in your past or future annual 
statements of economic interests. 

5. The loan must be disclosed in amendments to the annual 
statements of economic interests filed by you on March 28, 1985 
and March 28, 1986. The loan must also be disclosed in your 
future annual statements of economic interests so long as the 
outstanding balance exceeds $10,000. The loan need not be 
disclosed in the assuming office statement of economic 
interests filed by you on November 26, 1986. 

In addition to the foregoing transactions, you have also 
provided us with facts which indicate that in 1983 you received 
from a limited partnership a promissory note secured by a land 
lease which the limited partnership holds on the Austin, Texas 
real property in which you hold an ownership interest. The 
promissory note remains outstanding. The note is a basis for 
you to disqualify from any decision which will have a 
reasonably foreseeable material financial effect, distinguish­
able from the effect on the public generally, on the limited 
partnership. If in any year you receive or received payments 
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of $250 or more on the note, you must disclose the payments in 
your annual statement of economic interests unless the limited 
partnership is outside your jurisdiction and is not doing 
business within the jurisdiction, not planning to do business 
within the jurisdiction, or has not done business within the 
jurisdiction during the two years prior to the time the 
statement is or was required. The loan payments need not be 
disclosed in your assuming office statement of economic 
interests. 

FACTSY 

In 1979, a joint venture, in which you had an investment 
interest, purchased a parcel of land and improvements in 
Austin, Texas. The improvements included an apartment 
complex. In 1983, Green Tree, Ltd. ("Green Tree"), a limited 
partnership, purchased the apartment complex and a long-term 
lease on the land from the joint venture. As a result of that 
sale, you received a promissory note from the limited 
partnership in the amount of $117,000. The note was secured by 
a third trust deed on the land lease. You also retained a 
reversionary fee simple interest in th~ land. 

You have indicated that in August 1985, as a result of an 
effort by Green Tree to secure refinancing of the Austin 
apartments, you "co-signed" for a loan to Green Tree in the 
amount of $2.2 million. You stated that the purpose of 
co-signing was to subordinate your interest to the new loan. 
You have provided us with copies of the promissory note and 
deed of trust relating to this loan. The note and deed of 
trust list you and Green Tree as the "borrower." The deed of 
trust indicates that you provided as security for the loan your 
reversionary fee simple interest in the land. You did not 
have, nor have you ever had, any interest in the Green Tree 
limited partnership. All the proceeds from the loan were used 
in connection with the Austin, Texas real property. You 
received no principal reduction as a result of the 
refinancing. The loan was made by Home Federal Savings and 
Loan Association, a San Diego commercial lending institution 
doing business in the city of Chula vista. 

Y In its advice g1v1ng function, the Commission is not a 
finder of fact. (In re oglesby, 1 FPPC Ops. 71, 77, No. 
75-083.) The immunity provided by Section 83114 requires that 
all material facts be fully disclosed. 
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Home Capital Development Corporation is a subsidiary of 
Home Federal savings and Loan Association. Home capital has 
been, and is currently involved as a joint venturer in two 
ongoing development projects in Chula vista. 

ANALYSIS 

Disqualification 

Section 87100 prohibits a public official from making, 
participating in, or attempting to influence a governmental 
decision in which he knows, or has reason to know, he has a 
financial interest. A public official has a financial interest 
in a decision if it is reasonably foreseeable that the decision 
will have a material financial effect, distinguishable from its 
effect on the public generally, on the official or a member of 
his immediate family, or on: 

(b) Any real property in which the public 
official has a direct or indirect interest worth one 
thousand dollars ($1,000) or more. 

(c) Any source of income, other than gifts and 
other than loans by a commercial lending institution 
in the regular course of business on terms available 
to the public without regard to official status, 
aggregating two hundred fifty dollars ($250) or more 
in value provided to, received by or promised to the 
public official within 12 months prior to the time 
when the decision is made. 

(Section 87103(b) and (c).) 

You have an ownership interest in the real property in 
Texas. In addition, the $117,000 note and deed of trust makes 
Green Tree a source of income to you. Accordingly, you may not 
participate in any governmental decision which will have a 
reasonably foreseeable material financial effect on the real 
property or on Green Tree. 

The term "income" includes outstanding loans. (Section 
82030.) The loan which you and Green Tree received from Home 
Federal savings and Loan is still outstanding. Therefore, 
unless the loan was received "in the regular course of business 
on terms available to the public without regard to official 
status," you may not participate in any decision which will 
have a reasonably foreseeable material financial effect on Home 
Federal or its subsidiary Home Capital Development Corporation. 
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(Regulation 18706.) We do not have sufficient facts to make 
this determination at the present time.~ 

Disclosure 

In your annual financial disclosure statement, you are 
required to disclose interests in real property located in your 
jurisdiction. !I (Sections 87203 and 82033.) The real property 
in Austin, Texas is not located in your jurisdiction. 
Accordingly, it need not be included in your past or future 
statements of economic interests. 

Your annual financial disclosure statements also must 
disclose sources of income of $250 or more during the period. 
(Section 87203.) An exception to this requirement is that the 
income need not be reported if it is received from any source 
outside the jurisdiction and not doing business within the 
jurisdiction, not planning to do business within the 
jurisdiction or not having done business within the 
jurisdiction during the two years prior to the time the 
statement must be filed. (Section 82030(a).) Accordingly, if 
you receive or received $250 or more in loan payments during a 
particular reporting period, the income must be disclosed on 
your annual financial disclosure statements unless the 
jurisdictional exception applies.E/ (see, In re Baty, 

~ For example, Mr. Stanford's letter refers to numerous 
documents involving this loan which we have not had an 
opportunity to review. 

!I Real property is deemed to be "within the jurisdiction" 
with respect to a local government agency if the property or 
any part of it is located within or not more than two miles 
outside the boundaries of the jurisdiction or within two miles 
of any land owned or used by the local government agency. 

E/ Mr. Stanford indicated that Green Tree is registered in 
Texas, does business only in Texas and does not do any business 
in your jurisdiction. However, the note and deed of trust you 
provided us describes Green Tree as "a California Limited 
partnership." In light of this inconsistency we do not 
currently have sufficient facts to determine whether the 
promissory note from Green Tree must be disclosed. 
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5 FPPC ops. 10, No. 77-011, copy enclosed.) Sources of income 
are not required to be disclosed in candidates' statements or 
assuming office statements. (sections 87201 and 87202.) 
Accordingly, the loan payments did not need not to be disclosed 
in the assuming office statement filed by you on November 26, 
1986. (Section 87202.) 

Income does not include: 

(8) Any loan or loans from a commercial lending 
institution which are made in the lender's regular 
course of business on terms available to members of 
the public without regard to official status if: 

(A) Used to purchase, refinance the 
purchase of, or for improvements to, the 
principal residence of filer; or 

(B) The balance owed does not exceed ten 
thousand dollars ($10,000). 

(Section 82030 (b) (8) (A) and (B).) 

The loan which you and Green Tree received from Home 
Federal had no connection to your principal residence and has a 
balance in'excess of $10,000. Accordingly, even if the loan 
was received in the "regular course of business on terms 
available to members of the public without regard to official 
status," it should have been disclosed in your 1985 and 1986 
annual statements.~ Again, you are not required to disclose 
the loan in your candidate's statement or your assuming office 
statement. Accordingly, those statements need not be amended. 

~ Both your letter and Mr. Stanford's opinion have 
questioned the reason why the Act might require disclosure of a 
commercial loan which, if received by an official in the 
regular course of business on terms available to members of the 
public without regard to official status, would not be a basis 
for disqualification. Disclosure would include among other 
things the annual interest rate and the security, if any, given 
for the loan. The most obvious reason for disclosure is that 
it assists the public in determining whether in fact the loan 
was received in the regular course of businesS-without regard 
to official status and on terms available to the general public. 
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Mr. John McLean 
Staff Attorney 

April 22, 1987 

Technical Assistance & Analysis Division 
Fa Political Practices Commission 
428 J Street, Suite 800 
Sacramento, CA 95814 

Dear Mr. McLean: 

I am writing to you to ask your advice with regard to 
certain specific questions relating to my filing obligations 
under the Political Reform Act. I currently serve as the 
Mayor of Chula Vista and have ongoing filing requirements. I 
would appreciate your advice with respect to the questions 
which follow so that I can ensure the accuracy of my future 
filings and make an informed determination about the 
necessity of filing an amendment relating to certain 
previously-filed Statements of Economic Interest. Although I 
am aware of the Commission's policy of not giving advice with 
respect to "past conduct," I need your advice and answer to 
these questions to determine whether a corrective amendment 
should be filed and to assist me in the preparation of future 
Statements of Economic Interest. I appreciate your 
ass tance and look forwardto receiving your response. 

First, please allow me to provide you with a brief 
narrative of necessary background facts. I was first 
elected to the Chula Vista City Council on June 8, 1976. In 
April, 1980, I was reelected to the City Council for a second 
term. Thereafter, on November 3, 1981, I was elected Mayor 
of the City. My last campaign resulted in my reelection as 
Mayor on November 4, 1986. 

Throughout the years, I have faithfully and 
conscientiously filed all the required Statements of Economic 
Interest. Each year, I have obtained the assistance of our 
respected City Clerk, Jennie Fulasz. In addition, I have 
always carefully reviewed my filings and have done my best to 
ensure thorough and complete disclosure. In fact, in some 
instances, I have been informed by our City Clerk that I have 
over-reported and included information not specifically 
required by law. Finally, I have always been very careful to 
avoid even the appearance of a conflict of interest in my 
votes as a City Councilman and as Mayor. There have, in the 
past, been a few occasions in which I have abstained from 
voting as a result of certain limited personal interests. 
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With that brief overview, I would like to give you the 
following additional facts. In 1983, as the result of the 
sale of an apartment complex located in Austin, Texas, I 
received a third trust deed on the Austin, Texas, property in 
the amount of $117,000. On March 30, 1984, I filed my annual 
Statement of Economic Interest for the period covering 
January I, 1983, through December 31, 1983. Thereafter, on 
March 29, 1985, I filed my annual Statement of Economic 
Interest for the period covering January 1, 1984, through 
December 31, 1984. As of this date, I still hold the third 
trust deed secured by a land lease on the apartment complex 
in Austin, Texas. 

In August, 1985, as a result of an effort of the new 
owners, a limited partnership in which Patrick Judd is the 
General Partner, to secure refinancing of the Austin 
apartments, I was asked to co-sign for a loan to Patrick Judd 
in the amount of $2.2 million. The purpose of my co-signing 
was to subordinate my interest to the new loan. I did not 
have, nor have I ever had, any interest in the Limited 
Partnership. All the proceeds from this loan were used in 
connection with the Austin, Texas, real property and I 
received no principle reduction as a result of the 
refinancing. The loan was made by Home Federal Savings and 
Loan Association, a San Diego commercial lending institution 
doing business in the City of Chula Vista. I enclose, for 
your information, a photocopy of all the loan documents 
relating to this loan. This loan was made by Home Federal in 
the regular course of business and on terms which were 
available to the public generally. I did not receive any 
special treatment, favorable terms, conditions, or any other 
considerations. In fact, negotiations were handled by a 
mortgage company representing Patrick Judd. Patrick Judd 
asked that I subordinate my interest in order to allow the 
transaction to proceed. The loan transaction was handled, at 
all times, on the part of both sides as a pure business 
transaction. I do not now, nor have I at any time since 
July, 1983, had any management responsibilities or control 
over the Austin, Texas, real property. It was the 
responsibility of the Limited Partnership to pay any and all 
operating costs, including the note due Home Federal, from 
the proceeds of rents collected. Home Capital Development 
Corporation is a subsidiary of Home Federal Savings and Loan 
Association. Home Capital has been, and is currently 
involved as a joint venturer in two ongoing development 
projects in Chula Vista. 

On March 28, 1986, I filed my annual Statement 
of Economic Interest for the period covering January 1, 1985, 
through December 31, 1985. Thereafter, on November 26, 1986, 
after being sworn in as Mayor, I filed my Assuming Office 
Statement of Economic Interest. 
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In light of these considerations: a) there will be 
future City Council votes regarding Home Capital projects; 
b) I would like to provide the Commission with any necessary 
amendments to my Statements of Economic Interest; and c) I 
need your advice in connection with the filing of all future 
Statements of Economic Interest, I ask you to address and 
answer the following specific questions: 

1. May I participate in the voting on issues relating to 
developments in which Home Capital has an interest? 

2. As a result of my "ownership interest" in the Austin, 
Texas, apartment complex, namely the third trust deed, do 
I have a conflict of interest in connection with any votes 
cast on Home Capital developments? 

3. In light of having co-signed for a loan from Home 
Federal Savings and Loan Association, the proceeds of which 
were used solely for the Austin, Texas, property, do I have 
any conflicts of interest regarding votes on Home Capital 
projects? 

4. Is it necessary for me to file an amendment to my 
Statement of Economic Interest, filed on March 30, 1984, 
to disclose the 1983 third trust deed on the Texas property? 

5. Is it necessary for me to file an amendment to my 
Statement of Economic Interest led on March 29, 1985, to 
disclose the 1983 third trust deed on the Texas property? 

6. Is it necessary for me to file an amendment to my 
Statement of Economic Interest filed on March 29, 1985, to 
disclose the loan from Home Federal? 

7. Is it necessary for me to file an amendment to my 
Statement of Economic Interest filed on March 28, 1986, to 
disclose the loan from Home Federal? 

8. Is it necessary for me to file an amendment to my 
Assuming Office Statement of Economic Interest, filed on 
November 26, 1986, to disclose the loan from Home Federal? 

9. Is it necessary to disclose, on Schedule C of my future 
Statements of Economic Interest, my "ownership interest" in 
the Texas property, namely my third trust deed? 

10. Is it necessary to disclose on my future Statements of 
Economic Interest, the loan obtained from Home Federal? 

11. If since given the following conditions, it is not 
necessary for me to disclose the "ownership interest" in the 
Texas property (the loan was obtained by a commercial lending 
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institution in the regular course of business on terms 
available to the public without regard to my official status, 
the proceeds of the loan were used in connection with the 
Texas property, I did not receive any principle reduction, 
the purpose of disclosure is to prevent conflicts of 
interest, and California Government Code S87l03 prevents me 
from ever having a conflict of interest in connection with 
the loan from Home Federal) why would disclosure of the loan 
be required on my future Statements of Economic Interest? 

12. Having been required to spend a considerable amount of 
time on the issues I have raised, I find the various 
provisions of the Political Reform Act in this specific area 
conflicting and confusing. Are there some basic policy 
considerations for requiring disclosure of interests which 
cannot, by law, constitute the basis for a conflict of 
interest? 

Although I fully appreciate the complexity of these 
issues, I know you will understand both the seriousness of 
these questions and my need for prompt and thorough 
responses. 

Thank you in advance for analyzing these questions and 
preparing responses. If you have any questions, comments, or 
need additional information, please do not hesitate to 
contact me directly. 

Chula Vista 
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Mr. Gregory R. Cox 
Mayor of Chula Vista 
647 Windsor Circle 
Chula Vista, CA 92010 

May 15, 1987 

Re: Reporting Requirements Under 
the Political Reform Act 

Dear Mayor Cox: 
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The purpose of this letter is to outline the findings and 
conclusions of my review and research of your reporting/ 
disclosure and conflict of interest requirements under the 
Pol i tical Reform Act of 1974 (hereinafter "PRA"). This legal 
opinion is based on the facts and circumstances as stated in 
this letter. 

INTRODUCTION 

In Apri I 1987, you retained me to act as independent 
counsel in thoroughly reviewing, rendering opinions and making 
recommendations regarding your obligations, as an office 
holder, under the PRA. Specifically, you requested that I 
obtain all information I deemed relevant in order to opine on 
your obi igat ions to (a) report on your Statements of Economic 
Interests certain interests relating to real property located 
in Austin, Texas, and (b) to refrain from conflicts of interest 
relating to those interests. 

During the month of April 1987. conducted a thorough and 
aggressive review and analysis of your reporting requirements 
under the PRA and the potential for conflicts of interest. 
With your cooperation. have been granted complete access to 
all of your books and records, including ~~vt~ry St;lt~~ment of 
Economic Interests you hav!~ fill~d sinc(~ lwing first nll~ctpd In 
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The purpose of this letter is to outline the findings and 
conclusions of my review and research of your reporting! 
disclosure and conflict of interest requirements under the 
Political Reform Act of 1974 (hereinafter "PRAH). This legal 
opinion is based on the facts and circumstances as stated In 
this letter. 

INTRODUCTION 

In April 1987, you retained me to act as independent 
counsel in thoroughly reviewing, rendering opinions and making 
recommendations regarding your obligations, as an office 
holder, under the PRA. Specifically, you requested that I 
obtain all information I deemed relevant In order to opine on 
your obligations to (a) report on your Statements of Economic 
Interests certain interests relating to real property located 
in Austin, Texas, and (b) to refrain from confl iets of interest 
relating to those interests. 

During the month of Apr i I 1987. conducted a thorough and 
aggressive review and analysis of your reporting requirements 
under the PRA and the potential for confl icts of illtl~rest. 
With your cooperatioIl. have been granted complete access to 
all of your books and records. including 4:Vt~ry St;ltem~:nt of 
Economic Interests you havf! fill~d SIIICt: heing first t~jt~ct(~d ill 
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The purpose of this letter is to outline the findings and 
conclusions of my review and research of your reporting/ 
disclosure and conflict of interest requirements under the 
Political Reform Act of 1974 (hereinafter "PRA"). This legal 
opinion IS based on the facts and circumstances as stated In 
this letter. 

INTRODUCTION 

In April 1987, you retained me to act as independent 
counsel in thoroughly reviewing, rendering opinions and making 
recommendations regarding your obligations, as an office 
holder, under the PRA. Specifically, you requested that I 
obtain all information I deemed relevant in order to opine on 
your obi igat ions to (a) report on your Statements of Economic 
Interests certain interests relating to real property located 
in Austin, Texas, and (b) to refrain from conflicts of interest 
relating to those interests. 

During the month of April ]987. I conducted a thorough and 
aggressive review and analysis of ~'our reporting requirements 
under the PRA and the potential for conflicts of intt~I'est. 
With your cooperation. have been grantl!d complett~ access to 
all of your books and records. including t:very Stiltt~rm:nt of 
Economic rlltt~rest'i you have fi\l:d slnet: lwing first niectpd ill 
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1976. In addition, have, among other things. conducted 
interviews of you and your wife, Cheryl, Thomas J. Harron. City 
Attorney for the City of Chula Vista, Mrs. Jennie Fulasz, City 
Clerk for the City of Chula Vista, Patrick Judd and Kim 
Fletcher, Chairman of Home Federal Savings & Loan Association. 
I have reviewed all of your relevant documents. books and 
records, researched the law applicable to your fact situation 
and reviewed all of the recent newspaper articles and 
editorials on the subject. Based upon intel·views. document 
review and research, I am able to render this opinion regarding 
your reporting and conflict of interest obligations. 

BACKGROUND FACTS 

You were first elected to the Chula Vista City Council on 
June 8, 1976. In April 1980. you were reelected to the City 
Counci 1 for a second term. Thereafter, on November J, 191:l1. you 
were elected Mayor of the City. Your most recent campaign 
resulted in your reelection as Mayor on November 4, 1986. 

Since first being elected, you have filed all of the 
required Statements of Economic Interests. Each year. in doing 
so, you have obtained the assistance of City Clerk. Jennie 
Fulasz. Also. each year you have carefully reviewed your 
filings to ensure thorough and complete disclosure. You have 
met all of your filing obligations in a timely fashion. 

In January and February 1979, you were part of a Joint 
Venture which purchased land and improvements in the form of an 
apartment complex located in Austin, Texas. Specifically, you 
acted as Trustee for a Joint Venture which acquired an 80% 
ownership interest in the Austin, Texas, apartment units with 
Barry S. Gillingwater, as Trustee. holding a 20% ownership 
interest. The acquisition of the apartment complex was 
finalized in March of 1979, 

In 1983, when a downturn in the Texas economy lnd to the 
sale of the apartment complex to a Limited Partnership. you 
retained fee ownf~rship of the land and received a third trust 
deed, in the amount of $117,000 as a result of the salf~ or your 
interest in the apartment complex (i.e .. improvements). Your 
third trust deed was secured by a ground lease on the prop/~rty, 

The 
complex 
ooes no 

Limited Pilrtnership which pllrchas(~d th(~ il!Wrtnwnt 
is registered III Tt;xas. dlH~S l)llSll1l~SS (lIlIV In TI~"ilS ,Inri 

do any bUSllless 111 VOlll' Illl' sdictlon. 
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1976. In addition, have, among other things. conducted 
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Clerk for the City of Chula Vista, Patrick Judd and Kim 
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I have reviewed all of your relevant documents. books and 
records, researched the law applicable to your fact situation 
and reviewed all of the recent newspaper articlp-s and 
editorials on the subject. Based upon interviews, docump-nt 
review and research, [ am able to render this opinion regarding 
your reporting and conflict of interest obligations. 

BACKGROUND FACTS 
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June 8, 1976. In April 1980. you were reelected to the City 
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Venture which purchased land and improvements in the form of an 
apartment complex located in Austin, Texas. Specifically, you 
acted as Trustee for a Joint Venture which acquired an 80% 
ownership interest in the Austin, Texas, apartment units with 
Barry S. Gillingwater, as Trustee. holding a 20% ownership 
interest. The acquisition of the apartment complex was 
finalized In March of 1979. 

In 1983, when a downturn III the Texas I~collomy If~d to the 
sale of the apartment complex to a Limited Partnership. you 
retained fee ownf~rship of the land ,lOd received a third trust 
deed. In the amount of Sl17,OOO as a result of the sale or your 
interest in the apartment complnx (i.(~_. improvements]. Your 
t h i r d t r u s t dee d was sec u red by ,\ g r 0 un d I f~ a s e () nth e pro p f! r t y . 

The 
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review and research, [ am able to render this opinion regarding 
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BACKGROUND FACTS 
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June 8, 1976. In April 1980. you were reelected to the City 
Council for a second term. Thereafter, on November J,19H1. you 
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resulted in your reelection as Mayor on November ..j, 1986. 

Since first being elected, you have filed all of the 
required Statements of Economic Interests. Each year. in doing 
so, you have obtained the assistance of City Clerk. Jennie 
Fulasz. Also, each year you have carefully reviewed your 
filings to ensure thorough and complete disclosure. You have 
met all of your filing obligations in a timely fashion. 

In January and February 1979, you were part of a Joint 
Venture which purchased land and improvements in the form of an 
apartment complex located in Austin, Texas. Specifically, you 
acted as Trustee for a Joint Venture which acquired an 80% 
ownership interest in the Austin, Texas, apartment units with 
Barry S. Gillingwater, as Trustee. holding a 20% ownership 
interest. The acquisition of the apartment complex was 
finalized In March of 1979. 
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On March 30, 1984, you filed your annual Statement of 
Economic Interests for the period covering January 1, 1983, 
through December 31, 1983. Thereafter, on March 29. 1985. you 
filed your annual Statement of Economic Interests for the 
period covering January 1,1984, through December 31.1984. As 
of this date, you still hold the third trust deed. secured by a 
land lease on the apartment complex. 

In 1984, the new owners of the property obtained an 
appraisal of the property with the intention of refinancing 
it. In late 1984 and early 1985, the new ownership attempted 
to refinance the property, and Patrick Judd. General Partner 
for the Limited Partnership owners, presented the appraisal to 
a number of mortgage bankers and severa I lending inst i tut ions. 

Eventually, an Account Executive with Remington Mortgage 
Corp. secured an expression of interest" from Horne Federal 
Savings & Loan Association (hereinafter "Home Federal'). 
Thereafter, the detai Is of the ref inancing IOem wi th Ilome 
Federal were handled through the Account Executive with 
Remington Mortgage Corp. Home Federal completed its own 
appraisal of the property and required substClntial 
documentation prior to approval of the loan. including a loan 
application, a form for Financial Information for Entities. 
Request for Verification of Deposit forms, Request for 
Verification of Employment forms, copies of tax returns, a 
schedule of rental income and expenses, a detailed breakdown of 
the proposed use of the loan proceeds (including a detai led 
analysis of proposed refurbishing costs), balance sheets. a 
Rent Roll. the Austin Apartment Report compiled by M/PF 
Research Inc., personal financial statements, a year-to-date 
operating statement, previous operating statements and copies 
of recent appraisals. among other documents. In addition', Home 
Federal required that you subordinate your lease interests to 
the new loan and that you agree to co-sign for the loan with 
Patrick Judd. General Partner of the Limited Partnership 
owners. The loan illnount was $2.2 million. and the apprais<lis 
established the value of the property to l)e lJetwl~f~n SJ.2 
million and $:L75 milliOIL At thl~ time or tlw iO;ln, thl~ 
occupancy rate of the apartment complex was OV(~l' !1[)'~'O ilnd the 
property was generating il positi i~ cash flow. 

You did not have. nor h(lv'~ you I~v(~r had. anv int(~rl~st In 
of thl~ procl~(~ds t'1'om this IOiln 

tilt! AustilL J'i~xas. t'i~al pr()Jl\~f'ty 
PriuctlUIl Oil ,0111' SIJ7.()()() third 

the Limi ted Partrwrsl1ip. All 
were used in C()nnf~ct ion WI th 
;md you rece i vl~d no PI' I IlC I pill 
trust deed as it r{~slljl of he (~tlnil[ICillg, 
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On March 30, 1984, you filed your annual Statement of 
Economic Interests for the period covering January I, 1983. 
through December 31, 1983. Thereafter. on March 29. 1985. you 
filed your annual Statement of Economic Interests for the 
period covering January I, 1984, through December 31. 1~l84. As 
of this date, you sti II hold the third trust deed. sp-cured by a 
land lease on the apartment complex. 

In 1984, the new owners of the property obtained an 
appraisal of the property with the intention of refinancing 
it. In late 1984 and early 1985, the new ownership atU~mpted 

to refinance the property, and Patrick Judd. General P<lrtner 
for the Limited Partnership owners, presented the appraisal to 
a n urn b e r 0 f m 0 r t gag e ban k e r san d s eve r a I len din gin s tit uti () n s . 

Eve n t u a I I y , a n Ace 0 u n t Ex e cut i v e wit h Rem i n g ton ~j 0 r t ~ age 
Corp. secured an expression of interest" from Home Federal 
Savings & Loan Association (hereinafter "Home F(~der<ll·'). 
Thereafter, the details of the refinancing 10<1n with flome 
Federal were handled through the Account Executive with 
Remington Mortgage Corp. Home Federal completed its own 
appraisal of the property and required subst<lntial 
documentation prior to approval of the loan. including a 10iln 
application, a form for Financial Information for Entities. 
Request for Verification of Deposit forms, Request for 
Verification of Employment forms, copies of tax returns. a 
schedule of rental income and expenses, a detailed breakdown of 
the proposed use of the loan proceeds (including a detai led 
analysis of proposed refurbishing costs), balance sheets. a 
Rent Roll, the Austin Apartment Report compiled by M/PF 
Research Inc., personal financial statements, a year-to-date 
operating statement, previous operating statements and copies 
of recent appraisals, among other documents. In addition'. [lome 
Federal required that you subordinate your lease interests to 
the new loan and that you agrp-e to co-sign for the loan with 
Patrick Judd. General Partner of the Limited Partnership 
owners. The loan ilmount W<lS S2.2 mi II iun. and the ,lpprais;lIs 
est a b lis h edt h e v Ii I u e 0 f the pro p p- r t y tab e l)f~ t WI! t! n S J . 2 
milJion and .')3.75 million. At thf~ timp- nt' tht~ loan. thl! 
occupancy ratt~ of the ilpClrtmcnt complex was ()Vt!l' !lO% ,Ind the 
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were used In connl!ction with till! ,\ustill. I'I!XilS. 1'1!;11 prOI)t~['ty 
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of this date, you still hold the third trust deed. secured by a 
land lease on the apartment complex. 

In 1984, the new owners of the property obtained an 
appraisal of the property with the intention of refinancing 
it. In late 1984 and early 1985, the new ownership atU~mpted 
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Corp. secured an expression of interest" from Home Federal 
Savings & Loan Association (hereinafter "Home F(~der<ll·'). 
Thereafter, the details of the refinancing lonn with flome 
Federal were handled through the Account Executive with 
Remington Mortgage Corp. Home Federal completed its own 
appraisal of the property and required subst<lntial 
documentation prior to approval of the loan. including a 10illl 
application, a form for Financial Information for Entities. 
Request for Verification of Deposit forms, Request for 
Verification of Employment forms, copies of tax returns. a 
schedule of rental income and expenses, a detailed breakdown of 
the proposed use of the loan proceeds (including a detai led 
analysis of proposed refurbishing costs), balance sheets. a 
Rent Roll, the Austin Apartment Report compiled by M/PF 
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The loan was ultimately made by Home Federal. 
commercial lending institution doing business in 
Chula Vista. Home Federal required that $75.00D 
loan be set aside in an interest bearing account 
default and that $75.000 be set aside for 
uncompleted renovations. 

a San Diego 
the Cit y 0 f 
of the new 
in case of 
specified. 

Although you met with Kim Fletcher on one brief occasion, 
all details of the loan transaction were handled by a Home 
Federal loan officer. Remington Mortgage Corp" Pat Judd, 
representing the current ownership of the apartments, and Homf~ 
Federal's loan committee. The $2.2 million loan. ultimately 
approved by Home Federal's loan committee. is properly and 
thoroughly documented. You have made those documents avai labli~ 
to me and the Fair Political Practices Commission (hereinafter 
"FPPC" ) . 

Based upon my review of the loan documentation and 
interviews, the only reasonably conclusion is that the loan was 
made by Home Federal in the regular course of business and on 
terms which were available to the public generally. It is 
clear that you were never offered, nor did you ever receive. 
any special treatment, favorable terms. conditions or anv other 
considerations not available to the public generally. The loan 
amount, loan terms. loan fees. loan points. interest rate and 
impound amounts were no more favorable than those which were 
available to the publ ic generally. I might add that. from a 
financial standpoint. the loan appears to be thoroughly 
researched, well supported and well documented. I have found 
no evidence of any favoritism and the only reasonable 
conclusion IS that the loan transaction was handled. in every 
respect, on the part of both sides, as a pure business 
transaction. 

You do not now. nor have you at any time since 198], had 
any management responsibilities or control over the Austin. 
T e x as, rea 1 pro per t y . [t was the res pOll sib iIi t Y 0 f t lw Lim i ted 
Partnt!rship to pay ally and all operating costs, incl!lding the 
note due Home Federal. from the proceeds of rents collected. 

As a rp.sult of further f)COIIOmIC downturns III Tt!xils. the 
Limited Partnership defaultl~d on tht~ note with [lorn!) Ff!dl~ri1.l. 
On Jcl11UiJry 27, 19B7. it ,\Jotice of D,d'ault was Sl~nt to Patrick 
Judd, General Partlwr for the Limited Partners!!lp, ilr1d you, llv 
ea r I y ~a l' ch 0 r I !H17 , lilt! $7;), ()Ol) i mpoufldf,d tIllde r t lw i ill t tal 
t e r m S 0 f the loa nan d its ; 1 C C r I Ie dill t f~ r ~ ~ s til; 1 Ii h I ~ t! n Ii t! ]J I l:t t! (1. 
A i'ormal ,\Iotic(~ of Forl~cloSIJ['I~ was St!llt hy :!()!llf! I,',!dl!r;li [111 
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representing the current ownership of the apartments. and Hom~~ 
Federal's loan committee. The $2.2 million loan, ultimately 
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On J lln U;J r y :2 7. 1 98 7. a ,'J 0 tic e [) f [) rd' (l11 1 twa SSt) n t toP it t ric k 
Judd. General Partl~t]r for lht! l,irnitl~d l'artnerslIlp. ;lnd you, i3v 
early ~1arch or 1!J87. llw S7;J.(J()() illlPOUfldl~d lilidf)r thf~ illitr;!l 

terms of the loan anu Its ;lCC['lll!d iritl!l"l!st ~lild \)I!~~n dl!]lII~t"<1, 
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The loan was ultimately made by Home Federal. 
commercial lending institution doing business in 
Chula Vista. Home Federal required that $75,OOD 
loan be set aside in an interest bearing account 
default and that $75,[)OO be set aside for 
uncompleted renovations. 

a San Diego 
the Ci ty of 
of the new 

In case of 
specified, 

Al though you met wi th Kim Fletcher on one br ief occas Ion. 
all details of the loan transaction were handled by a Home 
Federal loan officer, Remington Mortgage Corp.. Pat Judd. 
representing the current ownership of the apartments. and Hom~~ 
Federal's loan committee. The $2.2 million loan, ultimately 
approved by Home Federal's loan committee, is properly ~lllcl 
thoroughly documented. You have made those documents avai lable 
to me and the Fair Political Practices Commission (hereinafter 
"FPPC") . 

Based upon my review of the loan documentation unci 
interviews, the only reasonably conclusion IS that the loan was 
made by Home Federal in the regular course of business and on 
terms which were available to the public generally. It is 
clear that you were never offered, nor did you ever receive, 
any special treatment, favorable terms, conditions or an" other 
considerations not available to the public generally. The loan 
amount, loan terms, loan fees, loan points, interest rate and 
impound amounts were no more favorable than those which were 
available to the public generally. I might add that, from a 
financial standpoint, the loan appears to be thoroughly 
researched, well-supported and well-documented. I have found 
no evidence of any favoritism and the only reasonable 
conclusion IS that the loan transaction was handled. In every 
respect, on the part of both sides, as a pure business 
transaction. 

You do not now. nor have you at any time since InH]. had 
any management responsibilities or control over the Austin. 
Texas, real property. It was thf~ rl]sponsibilitv of the Limited 
Par t n f! r s hip top a y ally (\ n dill lop e r (\ tin g cos t s. i 11 C I I I din g the 
note due !lome Federal. from the proceeds of rents collected, 

As a rr.sult of further I)COllOInIC downturns III rw...:as. lhe 
Limited Partnership defaulted on tht-! note with IILJml~ FI!dt)ral. 
On J lln U;J r y :2 7. 1 98 7. a ,'J 0 tic e [) f [) rd' a 11 1 twa SSt) n t toP it t ric k 
Judd. General Partl~t]r for lhe l,irnitl~d l'artnerslIlp. ,md you, i3v 
early ~1arch oj" 1!J87. liw S7:J.(J()() iIl1P()Ufldl~d llnd!)r Ill!! illitr;!l 
terms of the loan anu Its ;lCC['lll!d iritl!l"l!st ~lild \)I!~~n dl!]lII~t"<1, 
r\ i'orm;!l \iotiet) of F(JI"I'c!()slJr'~ IV;I.') sellt hv ,!(JITlI! l:f!(fI!{';11 l1n 

'vj(lf'Cfl l~. 1~)~\7, On \jd!'CtI :li. :~II1'7. ;1 ~llrl'(:I()"(II'I' ';.!il: >i;IS 
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not iced in connect ion wi th 
threatened foreclosuff~. you 
this investment. 

the property. As a 
stand to lose over 

result of 
.'5117.0lJO 

the 
from 

can find no evidence of llny favoritism or special 
treatment in connection with Home Federal's handling of tilt) 
de fa u I t pro c e e din g s . As wit h the g ran tin g 0 f t 11l~ 0 rig i n (l 1 
loan. the unfortunate defaul t has been handled. at .tll t il1les, 
as a pure business transaction. 

Home Capital Development Corporation (hereinafter "Home 
Capital") IS a subsidiary of Home Federal. Home Capital h,LS 

been. and is currently involved. as a joint venturer In two 
ongoing development projects in Chula Vista: namely. EI Rancho 
del Rey and Boni ta Long Canyon. Despi te innuendo to tile 
contrary. the EI Rancho del Rey property wail aC(11lired bv 
McMillin Development and Home Capital in January of l!)BG, over 
five months after the loan transaction invoiving the Austin, 
Texas. property. McMillin and Home Capital have had an 
interest in the Bonita Long Canyon property since sometime In 
1984. 

On March 28. 1986, you filed your annual Statement of 
Economic Interests for the period covering January 1. 1985. 
through December 31, 1985. Thereafter, on November 26. 1986. 
after being sworn in as mayor, you filed your Assuming Office 
Statement of Economic Interests. 

ADDITIONAL FACTS LEARNED DURING MY REVIEW 

My review of relevant information 
background facts as outlined above has 
additional facts which I believe are 
discussion. 

relating 
disclosed 

important 

to the 
c·e r t <l i n 

to this 

First, in reviewing every Statcmnnt of Economic lntf!l'ests 
f i led by yo 11 sin c c be i n g f! leG ted t () 0 f f i c I: , i m us t c () Il C 111 d n 
thut VOII have cunscientiollsly att!:mpt(!d to tulfill \our 
rep () r tin g 0 h I i gat ion 5 11 n d t~ r the P RA . t 11 f act. () n : I g r pat '11 d 11 v 
of your repoI'ts, you have over···· C(!I'tain InVf!stlTlf~llt .111£1 
income infol'mation. As ex,lInp I!S. mallY of YOllr !'!!ports incltlded 
i n f () r In a t i () n rei a t i r1 g t () yo 1I r !' ; Ull i I Y {' f; sid e 11 (; f; " 11 d v () u r S i I I it r \' 
as il n elf; c ted 0 t' fie i ; tl . \ I tho U.L; h 11 0 t !'I; q II I [' I: d l 0 Ii i sci 0 S (; ,,! I C 11 
information, dC)lllg so <:,111 only .mply ,Ill I~frnrl nil VOII!' nart to 
be thorough and comrH(~IH!()sl\;~ :n dl';C!llSlW: ,0111' ~ir1;IIII:I.11 
j;lt'orrnat iOI1. 
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not iced In connect ion wi th the property. As il 
threatened foreclosure. you stand to lose over 

result of 
S117.()()() 

t 11l~ 
from 

this investment. 

can find no evidence of any favoritism or Spec.illl 
treatment in connection with Home Federill's handl ing of tht! 
default proceedings. As with the granting of thl~ original 
loan. the unfortunate default has been hillldled. at ;111 til1ll!s. 
as a pure business transaction. 

Home Capital Development Corporiltion (hereinafter'Homl! 
Capital") IS a subsidiary of Home Federal. Home CqJital has 
been. and is currently involved. as a joint venturer In tWI) 

ongoing development projects in Chula Vista: namely. 1:::1 Rancilo 
del Rey and Bonita Long Canyon. Despite innuendo to tile 
contrary. the El Rancho del Rey property wa:> aC(]llirl!d llV 

]v{ c Mil 1 i n D eve lop men t a 11 d Hom e Cap ita lin Jan u a r y 0 f 1 i) (Hi. I) v I! r 
five months after the loan transaction invoiving the :'..IIstin. 
Texas, property. McMillin and Home Capital have had an 
interest In the Bonita Long Canyon property SInce sometime In 
1984. 

On March 28, 1986, you filed your annual Statement of 
Economic Interests for the period covering January 1. 1985. 
through December 31, 1985. Therea f ter, on 0lovembe r 2(3. 19S(). 
after being sworn in as mayor. you filed your Assuming Offic.c 
Statement of Economic Interests. 

ADDITIONAL FACTS LE.A.RNED DURING ~fY REVIEW 

My review 
hackground facts 
additional facts 
discussion. 

of relevant information 
as outlined above has 
which believe are 

relating 
disclosed 

important 

to the 
ce r t a in 

to this 

Fir s t, i n rev i e win g eve r y S tat emf! n t 0 f !~ con 0 m i c 1 11 t I! res t :> 
filed by you sincl~ l)f!ing f!ll!ct(!d to officl~. i must concillde 
that VOII have cunscicntiollsly ilttf~mpt(!d to tull'ill \'Ollr 
reporting ohligations llndt~r tile PRA, 111 filct. {)n;1 grpat 'llilllV 
of ~!llllr repo['ts. you hilVI~ (~~(~I.:._~rt(!d C(!['t;lin II1Vestl1Wll! ,Ind 
IneOIn!! information. As I!xlImpl,!s. mallY 01 YOllr rpports incllided 
information ['elating to your Illmily ['f~sideI](:f~ imd yOlll' SIIIill'V 
as an elected offieidl. \ltholl,L;h ilot l'I!(lllirl'ti to (Iisclose "llcI1 
information. dOIl1g so Ciln (Jlllv Impl\' .111 ,·ft'!)!,! IJll "IlIIr part I,.) 

bl~ thorough and c()mrHI~lwIlSl\;~ :n d;';':!iJS;fl~~ "'Ilill' ~'ir];1111:I,li 
i 11 r 0 ,'m at: () 11 , 
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this investment. 

the property. As il 
stand to lose over 

result of 
S117.()()() 

t lll~ 
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can find no evidence of any favoritism or Spec.illl 
treatment in connection with Home Federill's handl ing of tht! 
default proceedings. As with the granting of thl~ original 
loan. the unfortunate default has been hillldled. at ;111 til1ll!s. 
as a pure business transaction. 

Home Capital Development Corporiltion (hereinafter'Homl! 
Capital") IS a subsidiary of Home Federal. Home Cq)ital has 
been. and is currently involved. as a joint venturer In tWI) 

ongoing development projects in Chula Vista: namely. 1:::1 RaIlcrlO 
del Rey and Bonita Long Canyon. Despite innuendo to tile 
contrary. the El Rancho del Rey property wa:> aC(]llirl!d llV 

]v{ c Mil 1 i n D eve lop men t a 11 d Hom e Cap ita lin JaIl u a r y 0 f I i) (Hi. I) v I! r 
five months after the loan transaction invoiving the :'..llstin. 
Texas, property. McMillin and Home Capital have had an 
interest In the Bonita Long Canyon property SInce sometime In 
1984. 

On March 28, 1986, you filed your annual Statement of 
Economic Interests for the period covering January 1. 1985. 
through December 31, 1985. Therea f ter, on 0lovembe r 2(3. 19S(). 
after being sworn in as mayor. you filed your Assuming Offic.c 
Statement of Economic Interests. 

ADDITIONAL FACTS LE.A.RNED DURING ~fY REVIEW 
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hackground facts 
additional facts 
discussion. 

of relevant information 
as outlined above has 
which believe are 

relating 
disclosed 
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to the 
ce r t a in 
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A careful review of your previous Statement of Economic 
Interests also leads to the conclusion that there has never 
been any attempt on your part to hide or conceal your interest 
and involvement in Texas real property. A careful observer 
would note that Schedule 721-C of your 1978 report I isted your 
precise interest in "Judd & Cox. a limited partnership," with 
an interest in income property located in San Antonio, Texas, 
and your interest in "Cox, Judd & Yoder, joint tenants." which 
had an interest in income property in San Antonio, Texas. 
Schedule 721-C of your 1979 annual report also I isted the San 
Antonio. Texas, property and went on to list your addItional 
interests in real property located in Austin. Texas. including 
specifically your interest in the "Gazebo Apartments' or "Green 
Tree Apartments" which have been the subjeGt of much press 
speculation and which are the subject of this oplnlon letter. 

Also. Schedule D of the your 1983 annual report Lhoroughly 
disclosed income received from the sale of your investments tn 
Texas. including income from the sale of the Green Tree 
Apartment complex. 

Finally, I am informed by Jennie Fulasz. Chula Vista City 
Clerk, that after you fi led your 1983 Statement of [':conomic 
Interests disclosing your investments in the :\ustin. Texas. 
property. you were informed that there was no need for you to 
disclose any of these interests because these interests were 
not located within, or within two miles. of your jurisdiction 
as an elected official. I am enclosing a copy of a memorandum. 
dated April 20, 1987, from City Clerk Jennie Fulasz in which 
she specifically remembers informing you that you were 
over-reporting in connection with your disclosure of your 
interests and investments in the property in Austin. Texas. 

have also been informed that you have. consistently In 
the past. conscientiously attempted to avoid all conflicts of 
i n t ere s tin con nee t ion wit h you I' v () t e son ma t t e r s pen din g 
beforF! the City Council. Although your investments hdve rart!ly 
resulted in potential conflicts. I havl! beell informed of 
ins tan c e sin w hie h you h il \' e a b s t a i 11 t~ d r r () IT\ vol i n g lll! C a U S t! I) f a 
potential conflict of illtl!l'f~st. As I!X;llllples, ill I~Jtht!r 1:171; or 
1 D 7 7 Y I) U a lJ s l a i ned r [' om v 0 t t! S rt! III t t! d 0 t1w dow nl () n I II g n f 
pro pi! r t y () n ., F" S t I' eel beG a 1I S t! () f yo 1I row n e r s II i pIll t t ~ rt! S t s () r 
cl~rtaill pro[wrty ilt ;=;.1(} <Inri .l-H'!-''' Slrp,:t, III j'lWl, VOl! 
;:ilJstained from voting on tlw fOI'f!l<ltlo(J 01 ;111 ;ISSt!SSlTwnt 

distrir:t for LIS i:!(l!'ps iJrl\;(! ili!C;1I1SI' u( i',~al "SI,ltl) 

commiSSions ~'()IJ had rl~t:I~I'.I:d (r(~m Ynill'('i',lil; liliTIS ,lild 1111: (.let 
t h;l t 'N i I ! 1,1ms ()wnr:f1 d till p] '! \ I !1 "S ~ t: ..... '';;';1(111 t 
d i ~; t r ~ ct. ; 1 l:J:I:l,t), \;1)11 ,II I 11 " ~ , } 11 1 n ; 1 r ~ ~} !' '"; 
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A careful review of your previous Statement of Economic 
Interests also leads to the conclusion that there has never 
been any attempt on your part to hide or conceal your interest 
and involvement in Texas real property. A careful observer 
would note that Schedule 721-C of your lq78 report 1 isted your 
precise interest in "Judd & Cox. a limited partnership." with 
an interest In income property located in San Antonio. Texas. 
and your interest in ·'Cox. Judd & Yoder. joint tenants." which 
had an interest in income property in San Antonio. Texas. 
Schedule 721-C of your 1979 annual report also 1 isted the San 
Antonio. Texas. property and went on to list your additional 
interests in real property located in Austin. Texas. Illcluding 
specifically your interest In the "Gazebo Apartments' or "Creen 
Tree Apartments" which have been the subject of much press 
speculation and which are the subject of this opInion letter. 

Also. Schedule 0 of the your 1983 annual rcport thoroughly 
disclosed income received from the sale of your investmf!llts III 

Texas. including income from the sale of the Green Tree 
Apartment complex. 

Finally. I am informed by Jennie Fulasz. Chula Vista City 
Clerk. that after you fi led your 1~J8J Statement of [conomic 
I n t ere s t s dis c los i n g you r i n v est men t sin the ,.l. us tin. Te x as. 
property, you were informed that there was no need for you to 
disclose any of these interests because these interests were 
not located within. or within two miles. of your jurisdiction 
as an elected official. I am enclosing a copy of a memorandum. 
dated April 20. 1~J87. from City Clerk Jennie Fulasz in which 
she specifically remembers informing you that you were 
over-reporting in connection with your disclosure of your 
interests and investments in the property in Austill. Texas. 

have also been informed that you have. consistentl\' 111 

the past. conscientiously attempted to avoid all conflicts of 
interest In connection with your votr!S on matters pending 
be for F! the Cit y Co u n c i I. A 1 tho ugh yo II l' i n v est men t s h {l V I~ r (l r t! 1 Y 
resulted in potential conflicts. 1 haVf! bet!n lnform(!<i llf 
instancf!s in which you have ahstained from voting lH!caust! of il 

pot ell t i a leo n f 1 i c toe i II l (! [. f! S t , :\ S I! X it 1Il pie s, i 11 '~I t h I! r 1!l7 (; () r 

lD77 you aL)stain(~d I'rom ,'otl!S l'eLltl!d to the down ':()I111I~ III 
property on "F" Strel~t tH~callSI! of your ownership il1tl~r(!sts 01' 
l:ertain prOpf!rty (it ;'i·11l ;lnd .1-i·) 'T" SIJ'(~I!t, 111 l:lil:l, VOl! 

abstained {'rom voting ,)11 Lhp fOI'f!1,ltio[] 01 ;111 ;ISSI~SSml~l1t 
dist,jr:! for Lils :.'j{)I'(~S iJr}l;(! i)t;C;IlISI~ tlt' 1"'<11 ,'Sl,l[l~ 
commissloIlS VOl! Jlad l'1!t:t~}\I!d 'rnlll YOI1I'l',',Vii lil:llS ,lll(i till; :.tct 

t h;l t ',I,' j ! ; I ; UTI S 

d i :~ t [~ i ct. 1 ; 1 

()Wl1r;1l ;1 (lliDl,~\ 

1 :J:\:l db, ,illl ,i!)~ t I I TlI~<I ; J' (lill 

i !1 

.. II! 

l Ii I ~ 
, ~ ~ , , 
•• r '\ 

, I S .'-l I ! S '~ ; n t ~ 11 I 
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A careful review of your previous Statemellt of Economic 
Interests also leads to the conclusion that there has never 
been any attempt on your part to hide or conceal your interest 
and involvement in Texas real property. A Cilrel'ul observer 
would note that Schedule 721-C of your lq78 report 1 isted your 
precise interest in "Judd & Cox. a limited p;lrtnership." with 
an interest In income property located in San Antollio. Tex;ls. 
and your interest in ·'Cox. Judd & Yoder. joillt ten<lIlts." which 
had an interest in income property in San Antonio. Texas. 
Schedule 721-C of your 1979 annual report also 1 isted the Siln 
Antonio. Texas. property and went on to 1 ist your il(ldi t ionill 
interests in real property located in Austin. Texas. Illcluding 
specifically your interest in the "Gazebo Apartments' or "Green 
Tree Apartments" which have been the subject of ~Tluch press 
speculation and which are the subject of this opInion letter. 

Also. Schedule 0 of the your 1983 annual rcport thoroughly 
disclosed income received from the sale of your investmf!llts III 

Texas. including income from the sale of the Green Tree 
Apartment complex. 

Finally. I am informed by Jennie Fulasz. Chula Vista City 
Clerk. that after you fi led your 1~J8J Statement of [conomic 
I n t ere s t s dis c los i n g you r i n v est men t sin the ,.l. us tin. Te x as. 
property, you were informed that there was no need for you to 
disclose any of these interests because these interests were 
not located within. or within two miles. of your jurisdiction 
as an elected official. I am enclosing a copy of a memorandum. 
dated April 20. 1~J87. from City Clerk Jennie Fulasz in which 
she specifically remembers informing you that you were 
over-reporting in connection with your disclosure of your 
interests and investments in the property in Austill. Texas. 

have also been informed that you have. consistently III 

the pas t. con sci en t i 0 us 1 y a t tern pte d tOll V 0 i d ,I 1 f COil f I i c t s [) f 
interest In connection with your votes on matters pellding 
be for F! the Cit y Co un c i I. A 1 tho Ll g h yo l! r i n v est men t s h {I V t~ r (I r t! 1 Y 
resulted in potential conflicts. 1 hilVf! bet~ll illform(~d llf 
instances in which you hilVC ahstained from votillt; lH!CilllSt! of it 

pot ell t i a leo n f 1 i c toe i I I l (! [. f! S t , :\ S I! X i! III pIe s, i II I! I t h t ~ r 1!l7 (; () r 

lD77 you aL)stain(~d I'rom ,'ott!S l'eLltl!d to the down ':()Illll~ III 
property on "F" Stret~t tH~callSt~ of your ownership i[]tt~rf~sts 01' 
l:ertaill prOpf~rt.v (it ;'i·11l (lnd .1-i·) 'T" Slr(~t!t, III l:lil:l, VOl! 
;lbstailled {'rom voting ,HI Lhp forr:liltion 01 ;tll ;!SSt~SS!TlI~!lt 
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d i :~ t [~ i ct. ! ; I i; :) I I ; I' ( ) r II .. II! , ~. , , 
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relating to Terra Nova because of your ownership of stock In 
Great American; and, in 19B6. you abstained from voting on Cl 

moratorium relating to Otay "iesa development becausl~ of your 
interests in TMI property on Otay Mesa. Although In certain of 
these cases, because of the nature of your owne(~ship intcn!sts. 
it may not have been necessary for you to have abstained from 
voting. you conscientiously did so. 

Although not directly ilpplicable to an analysis of the 
questions presented in this opinion letter. these iHlditional 
facts learned during my thorough review of this niilttl)r ilff; 

important because they establish a pattern of condllct 
evidencing your att i tude toward compl lance wi th till) PRA. I 
find that your pattern of conduct and attitude toward 
compliance with the varied and complex provisions or thf~ PR.\ to 

be exemplar in every respect. Unlike some e]eGtl~d officiais. 
your efforts at compliance have lwen honest. ~Jincer(~ ;!!lU 

thorough and have never evidenced any distain or contf~mpt for 
the sometimes burdensome and seemingly intrusive prOC(JSS of 
disclosing your personal interests. '{our Statt:ments 01 

Economic Interests clearly evidence a sincere effort to campiI,' 
with the provisions of the law and fulfill your obligations to 
the FPPC and the public. 

Wi th this 
with specific 

background information. can now provide ~'ou 
answers to the specific questions you have asked, 

As a resul t of your ownership 
Texas. property and your involvement 

interests in the Austin. 
in the loan secured from 

address and answer the Home Federal, you have asked me to 
fol lowing specific questions. 

1 . t-.fa y 
developments 
interest':' 

you 
In 

participate In 
wh i ch ~\ Homp 

voting on Issues ['elating 
Capital devl:]oprm:l1t has 

to 
:lf1 

Yes. You mall Dart!Clpalf! in votin~ on iS51U~S 
to developments In which H()n1f~ Capit,ll lws illl intl~rl!:>t 

have absolutely no conflict 01 iilt!~r(~st in dOing so, 

l'!~!.tt !ilL( 

dlld \0\1 

A\ though ::Otl :~~lvr~ 1:0-'1 i grH~d 011 .\ O.tfl !'rOIn ilfl fn (! 

f,'ederal to a JOIIlt VI)lIlllrl'.vt1!r;n \HvnS th!~ .lp;l!'tml~:1t COlTlpi!!X:l 

TW'iIS ,mel !(lIlll! (;If) 1 t d j .'; .1 '.vflO I ! V' owrH:d tIllS I II I.; l' \ tl f !,l1TH! 

F' pdf; r ~l i. (; 1 i r () r n 1 it ; t vv ,'"1 P t ~ t: ; ; - i c" t i : \' 1 1 I n IN S -. , n!t t () '. tJ j,. tj n " l [ { : ( 1 

1,1) tics. '\ }C',J\,!.lll{lflS iii ::1(1 '1~\. (j 1 I : ,V 
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relating to Terra Nova because of your ownership 01' stock In 
Great American; and, In 19EH). you abstained from voting on a 
moratorium relating to Otay I,fesa development becaus(~ of your 
i n t ere 5 t SIn TM I pro per t yon 0 t (l Y Me 5 a . A I tho ugh Inc crt il i n 0 f 
the sec a s e s, bee a use 0 f the nat u reo f you row n e r s h i I) i n t (~ r (! s t s . 
i t may not h a v e bee nne c e s s a r y for you t 0 h a v e ;1 b s ti!l n (~ d I' rom 
voting, you conscientiollsly did so. 

A I tho ugh not d ire c t I y il P P I i cab let 0 ,I nan a I y sis 0 f t 11 (~ 
questions presented in this opinion letter. these il(Jditional 
facts learned during my thorough review of this m;ltt(!r ;Irl~ 
important because they establish a pattern III conduct 
evidencing your attitude toward compliance with tlw PRA. 1 
find that your pattern of conduct and attitude toward 
com p 1 ian c e wit h the va r i e dan d com pie x pro vis ion s 0 f I fH~ P It\ ! () 

be exemplar in every respect. Unlike some eject(~d Ilfficiai..,. 
your efforts at compliance have heen hOlwst .. 'JlnCer(~ ,lfld 

thorough and have never evidenced any distrlll1 or contempt tor 
the some times burdensome and seem i ng I yin t rus i ve I)fOC(~SS Il [' 
disclosing your personal interests. Your StLltt~lTlcnts or 
Economic Interests clearly evidence a sincere (~ffort t.o comply 
with the provisions of the law and fulfill your obligations lo 
the FPPC and the public. 

With this background information, can now provide ~'ou 
with specific answers to the specific questions you have asked, 

As a resul t of your ownership interests in the Austin. 
Texas, property and your involvement in the loan secured 
Home Federa I, you have asked me to address and answer 
f 01 low i ng specific questions. 

QUESTIONS PRESE~nED. ANSWERS AND ANALYSrS 

1 . May 
developments 
in t e r r~ S t? 

YOll 
In 

participdte In 
wll i ch a ~Iom(~ 

voting on ISSUt!S ['elating 
Capitlll developm(~llt has 

from 
the 

Yes, You 
to developments in 
havf~ absolutely no 

mC! II nil r tIC I pi! t (~ in 
wh i en HOJT1P Ca pit ,1 I 

conflict 01 illlcr(~st 

vot in.~ ()n I S Sllf~S 

hilS (Ill !Ilt(~r(!:)t 

ill dOIng so. 

r I ~ ! .! t ! i 1 ~ 

;ll](\ \OU 

;\ j though :. (1 tl co-sigrll'd OIl .] i\l.tll i'rom illlrn(~ 

I"eciera I to a JlllIlt V(~rItIIl'i~ ,',''11(;n Ilwns tl1l! .ip;(['tlTH!:lt COlTlptl!' .:1 

Tf~XdS ,inll 1(lITH! C;IP 1 t;tl ,'; . I '. v [ 1 () 1 ! v - () \\ fl i! d " ! III S i I I I . ii' '. i) ! ! ( 1 m I ! 
V f! d f; r d i, l : d i r () r rI 1 it (d \V ,'-1:; I ~ (: l ; - I (;, Ii; V 1 l I (J IN S n ! I (f l '. j 1 i f I \ J Il ' ; I. : I' I 
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relating to Terra Nova because of your ownership 01' stock In 
Great American; and, in 19EH). you abstained from voting on a 
moratorium relating to Otay I,fesa development becaus(~ of your 
i n t ere s t sin TM I pro per t yon 0 t (l Y Me sa. A I tho ugh inc crt il i n 0 f 
the sec a s e s, bee a use 0 f l hen a t u reo f you row n e r s h i I) i n t (! r f: s t s . 
i t may not h a v e bee nne c e s s a r y for you t 0 h a v e ;1 b s L i! I n (~ d I' rom 
voting, you conscientiollsly did so. 

A I tho ugh not d ire c t I y il P P I i cab let 0 ,I nan a I y sis 0 f t 11!~ 
questions presented in this opinion letter. Lhese il(JdiLional 
facts learned during my thorough review of this m;ltt(:r ;Irl! 
important because they establish a pattern ()f conduct 
evidencing your attitude toward compliance with tlw PRA. 1 
find that your pattern of conduct and attiLude toward 
com p 1 ian c e wit h the va r i e dan d com pie x pro vis ion s 0 f I fH~ P It\ ! () 

be exemplar in every respect. Unlike some eject(~d officiai..,. 
your efforts at compliance have heen hOlwSt .. 'JlnCer(~ ,lfld 

thorough and have never evidenced any dist(lll1 or contempt for 
the somet imes burdensome and seemingly intrusive proc(~ss Ill' 

disclosing your personal interests. Your StLltt:lTlcnts or 
Economic Interests clearly evidence a sincere (~ff()rt t.o comply 
with the provisions of the law and fulfill your obligations lo 
the FPPC and the public. 

With this background information, can now provide ~'ou 
with specific answers to the specific questions you have asked, 

As a resul t of your ownership interests in the Austin. 
Texas, property and your involvement in the loan secured 
Home Federa I, you have asked me to address and answer 
f 01 low i n g specific questions. 

QUESTIONS PRESE~nr~D. ANSWERS AND ANALYSrS 
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developments 
in t err! s t ? 

YOll 
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w h i c h a ~ 10m (~ 

voting on ISSUt!S ['elating 
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from 
the 

Yes, You 
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wh i en HOJT1P Ca pit ,1 I 
conflict 01 illlcr(~st 

vot in.~ ()n IS SIl!!S 

hilS (Ill !nt!:r(!sL 
r I ~ ! .! t ! i 1 ~ 

ill](\ \OU 

in dOIng so. 

;\j Lhough :.11tl ::,lvr~ co-..,igrll·d OIl .] i\l.tll i'rom Ilnln(! 

I"ederlll to :l JlllIlt vl~rltlli'i~ ,'.''11i;n l)wnS til!! .q),lf'tml!:ll COITlpi!!, ,:J 

Tf~XdS ,inll IOITH! CilplLtl ,'; . I ',v [ 1 () 1 ! v - () \\ fl i! d " ! III S i f I I . ii' '. i) ! ! ( 1 m! ! 
V f! d f; r d i, l : d i r () r rI 1 it (d \V _'"1:; I ~ (: l ; - I (;, Ii; V 1 l I (J IN S n ! I ~ f l '. j 1 i f I \ J Il ' ; I.: I' I 

1.'),SUCS. !!1 f:~ct. llill1~'t' :;I:~\ :}rIJ\,'!.cl1l1r1S (II ':1(1 1!~\. '::1'1 ;-.V 



Mayor Gregory R. Cox 
May 15, 1987 
Page 8 

could not be clearer! California Government Code section 87100 
states that no publ ic official shal I make, participate in 
making or in any way attempt to use his official position to 
influence a governmental decision in which he knows or has 
reason to know he has a financial interest. Thus, having a 
financial interest in the decision 1S a specifically statf~d 
prerequisite to the existence of a confl iet of interest. 
Fortunately, Government Code section 87103 clearly df!firws a 
"financial interest" and specifically excludes loans of the 
exact type obtained from Home Federa I, Sect ion 87103 states. 
in relevant part. as follows: 

An elected official has a financial interest 
in a decision within the meaning of 
Section 87100 if it is reasonably 
foreseeable that the decision will have a 
material financial effect distinguishable 
from its effect on the public generally on 
the official or a member of his or her 
immediate family or on: 

a. 

b. 

c. Any source of income other 
t han loa n s by c 0 mm erG i a I I e 1-1(1 ~.!.1Jl 
institution in the regular course 
of business on terms available to 
the p ubi i c wit h 0 u t reg a r d t 0. 
official status. (Emphasis added.) 

The facts of your relationship with Home F'!~deral fit 
squarely into the specific California law as stated 1n 
section 87103(c) and you, therefore, have absolutely no 
financial interest In any decision relating to Home Federail 
Horne Ca pit a I . 

Even (l curso!'y reading of the appl ieabl!! law c()nlalnf~d 
in the PRA ndating to this loan It~(lds to the cll~<lr cOrlc\usioll 
that you have (lbsolutrdy 110 cOllflict ()f iIlte!'(~st III \()tjrl,~ on 
issues relating to Ilome Capital. In this l't!gard. I filHl the 
opinion memoranuum. datl!d Apri 1:[' 1~'H7. of Thomas I. Harron. 
Chula Vista City :\ttOI'III!V. to )I~ dbsollltldy cor!'!!ct ,\lId without 
(lny possible rault Ull this lSSllI!. ':(H d!lVOlli~ to '1uggt!st. 
,:ither dirt:ctlv IH hy JJllllWllt!O. tlilll lInd!!!' Lllllol'rli;1 :;IW. OIl 

;jny conflict o( : II 

llome Capit;ll IS i:rf(llli~()tl.". 
\ n I 1 '\.J 

• j I " 
Ilil , ,) 
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could not be clearer! California Government Code section S7lU() 
states that no public official shall make. participate 1n 
making or in any way attempt to use his official position to 
influence a governmental decision in which he knows or has 
reason to know he has a financial interest. Thus, having a 
financial interest 1n the decision 1S a specifically-stilted 
prerequisite to the existence of 1I confl ict of interest. 
Fortunately. Government Code section S7lD] clearly defirH~s il 

"financial interest" and specifically excludes loans of the 
exact type obtained from Home Federal. Section H7lD:l states. 
1n relevant part. as follows: 

An elected official has a financial interest 
in a decision within the meaning of 
Section S7l00 if it is reasonabiy 
foreseeable that the decision will have a 
material financial effect distinguishable 
from its effect on the publ ic generally on 
the official or a member of his or her 
immediate family or on: 

a. 

b. 

c. Any source of income other 
t h anI 0 a n s by co mm e r cia lIe [H1 1 nJi 
institution In the regular course 
of business on terms available to 
the publ ic wi thout regard to 
official status. (Emphasis added.) 

The facts of your relationship with Home F!~deral fit 
squarely into the specific California law as stated 1n 
section 87l03(c) and you, therefore, have absolutely no 
financial interest In any decision relating to Home Federal/ 
florne Capi ta 1. 

Even ;t cursol'Y reading of the appl ieabl!! law COTltalllf~d 
i nth e P RA rei il t i Tl g t 0 L his loa 11 I e ads tot he c I I ~ a [. COli C I tl S i 0 II 
t hat you h a v e (I lJ sol u t r!\~' II 0 COil j' j i c t () fill t I! r !! s t I Tl V II t j I I ,g 0 11 

issues relating to 1101m: Capital. In this rl:gard. I t'illd thll 
opinion mf~morilndllm, riatf:d April ';1. l'lH7. ot Thomas J. Harron. 
Chula Visla City :\ttorlll:v. to hi! ,\lls()illtl!ly COl'l'l:ct dlld withollL 
,my possibll: I'ault Ull this !SSllf:. i'-o!" ,IIlVOIII! to sllggt:sL. 
I:ithcl' din:ctlv or :)\0" JIlIlIII:Illio. (rl;!l. '11](11:1' (:,liillJlrllii :,IW.,lJll 

iJavl! :lny conflict 01 illlt:rl:st ill \()Iljl~ 1111 :'"III'S ['I'j.ltll\: ") 
l[ome Cdpit:ll IS ')l"l"lllkOll,"". 
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could not be clearer! California Government Code section 871U() 
states that no publ ic official shal I make. participate In 
making or in any way attempt to use his official position to 
influence a governmental decision in which he knows or has 
reason to know he has a financial interest. Thus, having a 
financial interest In the decision IS a specifically-stilted 
prerequisite to the existence of a confl ict of interest. 
Fortunately. Government Code section 871D] clearly defirws il 

"financial interest" and specifically excludes loans of the 
exact type obtained from Home Federal. Section H71D:l states. 
In relevant part. as follows: 

An elected official has a financial interest 
in a decision within the meaning of 
Section 87100 if it is reasonabiy 
foreseeable that the decision will have a 
material financial effect distinguishable 
from its effect on the publ ic generally on 
the official or a member of his or her 
immediate family or on: 

a. 

b. 

c. Any source of income other 
t h anI 0 a n s bye 0 mm ere i all e ~1 d 1 nJi 
institution In the regular course 
of business on terms available to 
the publ ic wi thout regard to 
official status. [Emphasis added.) 

The facts of your relationship with Home Fr~deral fit 
squarely into the specific California law as stated In 
section 87l03(c) and you, therefore, have absolutely no 
financial interest In any decision relating to Home Federal/ 
flome Capital. 

Even ;t cursol'Y reading of the appl icablr! law crllitalllf~d 
i nth e P RA rei il till g tot his loa 11 I e ads tot he c I I ~ a [. COli C Ills i 0 II 
t hat you h a v e (I lJ sol u t r!l~' II 0 COli j' j i c l () fill t I! l' r! s t I 11 V II t j I I .li 0 11 

issues reluting to 11olm: Capital. In this l'l:gill'd. I t'illd thl~ 

opinion mf~morilndllm, riatf:d April '~l, 1'1H7. ot Thomas J. Harron. 
Chula VisLa City :\ttOI'III!V, to hi! ,dlsoillll!ly COl'l'l:ct :lIld willtOlil 
clOy p()ssibll~ I'ault Ull this !SSllf:. i:or ,111VlJIII~ to Slll.U~!:St. 
I~ithcl' din:ctlv or :)V JIlIlIII:Illio. trl;!l. IIIHII:I' (:,liillJlrlld :,IW .• lJlI 

havl: :lny conflict or illtf!l'I!St ill \()Iljl~ 1111 :',,111'S ['I'joltl!,: ") 
l[orne Cdpit:ll IS .)l'l'lllkOII ...... 
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2. As a resul t of your "ownership interf!st" in the 
Austin, Texas, apartment complex. namely the third t r u s t deed. 
do you have a conflict of interest in connection wit h any votr:s 
cast on Home Cap ita I deve I opmen t s '? 

No. The third trust deed ownership lntcrr:st you 
possess in the Austin. Texas, apartment compif!, dOf!S !lot crr;(ltt~ 
any con f I i c t 0 fin t ere s tin con nee t ion wit han y v 0 r I ~ S C ;1 S t t) !l 
developments in which Home Capital has ;In i!ltcrl!st. 
furthermore. you don't even have an obligatioll to discioSI! on 
your Statements of Economic Interests your thil'd :rust dt~t!d 
ownership interest in the apartment complex. 

As specifically indicated in thp PRA, FPPC 
regulations. FPPC Manual for Statements of Economi!; lllt!'rt!S~<; 
and the Instructions for Completing Schedule B of Form 7~1, ',Otl 

are not required to disclose the third trust (ked oWrH!rShlp 
interest in the Austin. Texas, apartment compll~x. ,'-;0 long .1S 

issues relating to that apartment complex do not !;Oll1H lwfort! 
the Chula Vista City Council, you can never havl! ;1 conllict of 
interest relating to that ownership interest. 

California Government Code section 87202«i) St;ltl~S. :n 
relevant part. as follows: 

(a) Every person who is elected to an 
office specified in Section 87200 shall, 
within 30 days after assuming such office. 
file a statement disclosing his investments 
and his interests in real property. 

FurthermOrfl, California Government Code section t3/'10:3 
states as follows: 

Eve r y per son who hoi d san 0 f fie e s p e c i f i I~ d 
inS e G t ion 8 7 2 () 0 s h a I 1. e a c h yea r i1 t ,1 t i IlH! 

<;pf~cified by commiSSIon regulations. rilt~;1 
statum(!nt disclosing his inv(!slmf!nts, ilis 
interests In real »roperty clnci his 1l1CllITW 
dUI'ing trw [)I~l'iod ,)Inet! tlH! PI'I!VlllllS 
statement fi ll:d ulldf!r this sect Ion or 

S(!ction B7:2()1. Th(~ stiilempnl ,,11(111 il1clude 
any i flVf!S Irnl!f1 t S dnd Ill! (!rl!S ( 111 rl!il i 
p r () per t y Ill! I d ,( t ; IIJ'. t ! Ill!! d II rill ~: t lll! ; l!: l' I 0 d 
covf~rl!d I)V tht! stiiii'nwni ) !' ! \( 1 I 

f! d 1 t t t: (~ t i flU ~ () r : tin 

t ( 
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2, As a result of your "ownership interf!st" in the 
Austin, Texas, apartment complex, namely the third trust df'!ed, 
do you have a conflict of interest in connection with (lilY votr:s 
cast on Home Capital developments'~ 

No, The t h i r d t r II s t dee dow n f'! r s hip I n t c r f: s t \. 0 \I 

possess in the Austin, Texas, apartment complt!" dOf!S Ilot crr:<ltt: 
any conflict of interest in connf'!ction with ;In" \'ott~S Ci1st 1)11 

developments In which Home Capital has <111 il1lcrt!st, 
Furthermore, you don't even have an obligatiol1 to disclos(! on 
your Statements of Economic Interests your third ',I'ust dt:t:d 
ownership interest in the apartment complex. 

As specifically indicated in the PH,c\, ;:PPC 
regulations, FPPC Manual for Statements of EcollOmil; Intl'rt:s~') 
and the Instructions for Completing Schedule H of l:ol'rT1 7~1, '·.Oll 

are not r e qui red t 0 dis c los e the t h i r d t r II s t Ii t: (; d II IV 11 f: r s h : p 
interest in the Austin, Texas, apartment complf!x .. '-;0 long ,is 
iss u e s rei a tin g tot hat a par t men t corn p j e x don 0 t I; 0 III t-! lJ f! r (] rt! 
the C h u I a Vis t a Cit y Co u n c i l, you can n eve r h a v f! ,1 C () n f I i c tot' 
interest relating to that ownership interest, 

Ca Ii fornia Government Code sect ion 87202 ('1) s LIt(;s, :n 
relevant part, as follows: 

(a) Every person who is elected to iln 

office specified in Section 87200 shall, 
within 30 days after assuming such office, 
file a statement disclosing his investments 
and his interests in real property, 

Furthermore, Cillifornia Government Code sl!ctioll (37:211:3 
states as follows: 

Every person who holds an office specified 
inS e c t ion 8 7 :2 () () s h (1 I 1, e a c h ye Ii r ,I t ;1 t i nw 
S [l e c i fie d iJ yeo Inm iss I () n l' (: gill ,I t i (J 11 s, f i It' ;1 

s tat e In (! n t dis c los i n g II i Sill \' (! S t m f: n t s , iI i s 
interests In J'f:;ll property <11]([ !lis lllCOllll! 
during tht! ;If!riod Slnu! till: jlrl:V!OUS 
.statement rill~d I!ildf:r lhi.') Sf!ctiOl1 lJr 
Sf!ction 137:2(J2, The 'ililtcll1f!nt';iI,IlI 1l1cliidc 
i1ny inVf!slll1f!nts ,Inri in(l:rl!s( 111 J'1~i\i 

prop(:rty hl:ld ,It ;lI:nilll(: durll1).! tl1l~ ;)t~I':r)d 

s t;l t i'!11I!r1( 
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2, As a result of your "ownership interf!st" In the 
Au s tin, Texas, apartment complex, namely the third t I' u s t df'!ed, 
do you have a conflict of interest in connection wit h (lny vo tr: s 
cast on Home Capi to. I de vel 0 pm en t s '~ 

No, The t h i r d t r u s t dee dow n f'! r s hip I n t c r f: s t \. 0 \I 

possess in the Austin, Texas, apartment complf'!" dOI!s IIOt crr:<ltt: 
any conflict of interest In connf'!ction with ;10" \'ott~S Ci1st 1)11 

developments In which Home Capital has <111 il1lcrt:st, 
Furthermore, you don't even have an obligatioll to disclos(: on 
your Statements of Economic Interests your thil'd ',I'llst dt:t:d 
ownership interest in the apartment complex. 

As specifically indicated in the PH,c\, ;:PPC 
regulations, FPPC Manual for Statements of ECOllOlTlil; Intl'rt:s~s 

and the Instructions for Completing Schedule H of l:ol'rTl 7~1, '·.Oil 

are not r e qui red t 0 dis c los e the t h i r d t r II s t d t: (; d II IV n f: r s h : p 
interest in the Austin, Texas, apartment compll!x .. '-;0 long ,is 
iss u e s rei a tin g tot hat a par t men t corn p j e x don 0 t I; 0 III t-! I) I! r (] rt! 
the C h u I a Vis t a Cit y Co u n c i l, you can n eve r h a v f! ,1 C () n t' I i c tot' 
interest relating to that ownership interest, 

Ca Ii fornia Government Code sect ion 87202 ('1) s LIt(;s, :n 
relevant part, as follows: 

(a) Every person who is elected to ilO 

office specified in Section 87200 shall, 
within 30 days after assuming such office, 
file a statement disclosing his investments 
and his interests in real property, 

Furthermore, Cillifornia Government Code SI!ctiOI1 (37:211:3 
states as follows: 
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Fortunately. California 
specifically defines "interest 
definition. excludes all property 
official's jurisdiction. Section 

Governmen t Code sec t ion 82033 
in real property' and. by 
located outside of ~n elected 

82033 states as follows: 

'Interest In real property' includes ;lny 
I e a s e h a I d • ben e f i cia lor 0 w n e r s hip i n tf~ res t 
or an option to acquire such an ;nterf~st in 
real property located in the jurisdictioll 
owned directly. indirectly or b{~rH!ficiallv 
by the public official. or other filt~r. or 
his or her immediate family if the fair 
market value of the interest is one thousand 
dollars ($1.000) or more. Interests in real 
property of an individual includes a pro 
rate share of interests in real property of 
any business entity or trust in which the 
individual or inunediate family owns. 
directly, indirectly or beneficiillly, iI 

lap e r c e n tin t ere s tor g rea t e r . ( Em ph a sis 
added. ) 

Both the FPPC's Manual for 
Interests and the FPPC's Instructions 
clearly indicate that you need only 

Statements of EconomIC 
for Completing Schedule B 
report interests in reai 

property located in iction, 

Again. even a cursory reading of the applicable 
California law discloses that your third trust deed ownership 
interest does not raise any conflicts of interest in connection 
with any votes cast relating to developments in which lIome 
Capital has any interest. To suggest otherwise IS completely 
erroneous. 

], [n light of having co signed for a loan from I[omp. 
Ff!deral tht~ [Jrocf!eds of which were 
Austin, T(~xas. property do you havf~ anv 
rl~garding votl!S on ll()rn{~ Capital pr()jects~ 

used solely for the 
confl iets of illtl!rl~st 

;\io. As i\ 1'1; sui t or having (:0 s i :-';Ili~d !' 0 r il loall !' 0111 

Honw FedeLIJ . you do II () t hil VI; ;! IIV Cllllfl iets () r llltl~rl;S! tIl 

connt:c t ion WI th any voL!!S I~ I a t Illg t () ! I(lITH! C;IP I t it I prol·!cts. 

()U t 1 i nl!d diH)VI; III COIIlll;C t : on ',Ii It!1 IPst lOll \0. 

t hIS q II ( ! S L ; (j!l !~; i; 1 i! , I r 11 (i I I t ~ ~ I ii' ! I S i)! 1 ,I 'Ii 1'1 1,1 I iiI1SW(!r !o 
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Fortunately, California 
specifically defines "interest 
definition, excludes all property 
official's jurisdiction. Section 

Government Code sect ion 8203J 
i n I' e a I pro pert y' ;10 d . by 
I 0 cat e d 0 u t sid e 0 I' ;1 n I! I e c t f~ d 

82033 states as follows: 

'Interest in real property' includes ;H1Y 

I e a s e hoI d , ben e f i cia lor 0 w n e I' s hip i n t f~ I' I! S t 
or an option to acquire such (In jnterest in 
real property located In the jurisdictioll 
owned directly, indirectly or bl![H!iiClallv 
by the public official, or other fi leI'. or 
his 0 I' her i mme d i ate fa mil y i f the 1';1 i r 
market value of the interest is one thOUS;I[H! 
dollars ($1.000) or more. Interests in rei\1 
property of an individual includes a pro 
rate share of interests in real property or 
any business entity or trust in which the 
individual or immediate family owns. 
directly. indirectly or beneficially. {\ 
lOp e I' c e n tin tel' est 0 I' g I' eat e I' . ( Em P II a sis 
added. ) 

Doth the FPPC's Manual for Statements of r~cononllC 

Interests and the FPPC's Instructions 
clearly indicate that you need only 
property located ~ your jurisdiction, 

for Completing Schedule B 
report interests in real 

Again, even a cursory reading of the applicable 
Cal ifornia law discloses that your third trust deed ownership 
interest does not raise any conflicts of interest in connection 
with any votes cast relating to developments In which Home 
Capital has any interest. To suggest otherwise IS complettdy 
erroneous. 

3. [n light of h(lving co-signed 
Ff~deral thl~ procf!eds of which were 
Austin. Tf!Xas. pro[wrty do yOIl havf~ ,Inv 
rl~g(\rding votl~S Oil Iloml! Calli t;11 projl~cts'~ 

;\Jo. :\s (\ j' I ~ S LJ 1 l o t' haVIng co 

for a loan from Ilome 
used soll!ly for the 
conflicts of intl!rl~st 

Si,'irli~d r () r " loall j' () III 

H om I! Federal you do 110 t h (\ V t~ ,IllY cUll!'1 i C t ~; () f illtl~rl!s! 1 ., . 
' " 

COnnl!ct Ion WI th any v()LI~S 

T! lis q U r~ s t I () 11 

to ~his Q1il!sLio!1 

r f! 1 d t Illg 

1 " , " {: ~ t! 11 r 

t 0 I ! () 1111! CllPI t ; I 

rf~(l(l i rl~ () t' ; tli~ r) 1 tll;1 j ;lri'~t!(l ~II () r' (:;1; : I ()j'rll ,} ! ,!,,\'. 

I pro l' ~ c t s . 
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Doth the FPPC's Manual for Statements of r~cononllC 

Interests and the FPPC's Instructions 
clearly indicate that you need only 
property located ~ your jurisdiction, 

for Completing Schedule B 
report interests in real 

Again, even a cursory reading of the applicable 
California law discloses that your third trust deed ownership 
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with any votes cast relating to developments In which Home 
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3. [n light of h(lving co-signed for a loan from Ilome 
Ff~deral thl~ proc!!eds of which were llsed SOII!ly for the 
Austin. Tf!Xas. IHopl!rty do yOIl hav!! ,Inv 
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4. [s it necessary for you to file an amendment to your 
Statement of Economic Interests. filed on ~1arch :H1. 1984. to 
disclose the 19B3 third trust deed on the Texas property~ 

No. It is not necessary for you to dmf!nd your 
Statement of Economic Interests. fi led on ~tarch .IlL l~lB4. to 
disclose the third trust deed on the Texas pr()pt~rt\'. alld ~'OU 
have absolutely no obligation to disclolic thl~ int!~rl!sts ;n 
future f i 1 ings. 

The answer to this question is basl~d Ull tn(~ JILlivSIS 

outlined above in response to Question No.) :\ g a In, ~ {1 {~ 

answer to this question is clear and unequivocal. 

5. Is it necessary for you 
Statement of Economic Interests 
disclose the 1983 third trust deed 

to file an <lmendmellt to \Ollr 
filed on March ')~l. :qib. i) 

on the Texas proper~\,J 

No. I tis not n e c e s s a I' y for you t () ; 11:1 f! IH j V () (( r 

Statement of Economic Interests. filed on March 2~1. l!JB:1. :[) 
report the third trust deed on the Texas property. 

analysis 
and 4. 

Again. the 
ou t I i ned 

answer to 
above in 

this question is b:1SC(! "pun the 
connection with ()ucstlOII ,\os. 'J 

6. Is it necessary for you to file an amendment to your 
Statement of Economic Interests. filed on March 'B. ID85. to 
disclose the loan from Home Federal? 

No. I t is not necessary for YOll to \lmend your 
Statement of Economic Interests. filed on ~Ia I' ch :2 ~) . IDB5. ~o 

disclose the loan from Home Federnl. and you ",ve re lllHic I' :10 

obligation to disclose the loan at t ha t time of the filillg. 

Al though the Statement of Economic Interests was fi ieci 
In 1!lB5. it actually covers tlIe period from janllarv I. l'lH-l-. 
through December J1. IDB4. Tllt~rl:fol't". 11l1d(~r 110 t;il'ClllllstClIlCl~:i 
wl~re you requirt1d to disclose ;IIlY ilctivity. inclll<iill£: the! illdil 

from [[orne Federal. which ()ccllrrl~d during tlw L1111~1)(liil' \1';(1' 1)1 

1U85. 

7. [s it necessary 1'01' \'011 to fill! ;111 d!llf;Il(jn:I!llt 10 \' (): ( t 

.s tat (! ((Ie n tor E con 0 rn i c I II t t! I e 'i Is. r i I I ~ d Oil 'j" r c !I ~'l. I 'j.'\ Ii , 
disclose t1H~ [oall irom Horne i:(:d(!I'ili~ 

{ 

Mayor Gregory R. Cox 
May 15, 1987 
Page 11 

( 
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analysis 
and 4. 

Aga in. the 
outlined 

answer to 
above in 

this question is ;);IS(!(! IIpon lhe 
connection with Qucstl<lll ,\jos.·' 

6. Is it necessary for you to file an ilmendlTIf!llt to your 
Statement of Economic Interests. filed on March ~i3. lQ85. to 
disclose the loan from Home Federal? 

No. r t i s not necessary for you to ilmend your 
Statement of Economic interests. f i led on ~farch :2q. !QS5. to 
disclose the loan from Home Federal. and you ~Ivr~ r f? under :10 

obligation to disclose the loan at that time of the filing. 

Al though the Statement of Economic Interests was t'i ico 
In 1~liJ5. it actually covers the period from j;HllIar\' I. 1'lH-t. 
throu:..;h December Jl. 11)84. Thl:rcfol'(!. 11I1d(~I' 110 CiI'CUI1lSt;111Cl!~j 
wl~re you requirt!d lo disclose .IIIY 'Ictlvity. inci l l(ill12 thl! !Oilil 
from Ilome Fedl~r,ll. which o<:cIJrr{~d during tlw (:illf~lldil[' \Pill' il[ 

1U85. 

~ 

I , Is 
Stat(!lllent of 

i t nee e s s a r v r ()(' v C) 11 

Economic lntpl't!sts. 
t() lilt! ;(11 

!'ili:d Oil 

disclose the 10,111 :rom jjornf~ i:t~dl!I·.li? 

,!IIlC[l(jl11l~ll t 10 \' (): { r 
\1fl r'C!l ~ J. : ~ i i 1 f i , 'I) 
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No, In my opinion. it is not necessary for you to 
amend your Statement of Economic Interests. filed on ~Iarch 28, 
1986. to disclose the loan from Home Federal, 

Based upon all of my research and analysis. find 
rational or logical basis for requiring any disclosure of 
loan from Home Federal, Although certain loans wnich 

no 
the 
can 

provide the basis for a potential conflict of intf~rest ilrc 
required by the PRA to be disclosed. there is no rational basis 
for requiring disclosure of the loan from Home Federal, Please 
allow me to explain. 

First. it is abundantly clear, as outlined abo\'f~. 
that. by law, it is not necessary for you to disclose the third 
trust deed ownership interest In the Texas property, S!~c()nd. 
since the loan was obtained from ,I commercial lendi:lg 
institution in the regular course of business on terms 
available to the public without regard to your official 5tatllS. 
the loan. pursuant to Government Code section 871D3(c) can 
n ver provide the basis for a conflict of inteff!st or evi:~11 a 
potential conflict of interest. (Therefore. neither the third 
trust deed ownership interest or the loan on the Texas property 
can ever provide the basis for a conflict of interest~) Third. 
you merely co-signed for the loan and the proceeds of the loan 
were used in connection with the Texas property. Fourth. as a 
result of the loan. you did not receive any principal reduction 
of your existing $117.DOO note in connection with the 
property, finally, and most important. the sole and entire 
purpose of disclosure of economic interests on the Statement of 
Economic Interests is to prevent conflicts of interest. This 
last point is clear and well documented. as stated In the 
fol lowing paragraph. 

Government agencies. including the FPPC, have no l(~gai 
or legitimate interf~st In thp. disclosurp. of private information 
from llUblic officials for the pure sake of disclosurt~. Since 
sl1ch disclosurt~s amount. to (j certain t~:,dent. to all illvilslon l)f 

an e I e c tr! d () I' fie i a I sri g h t top ri V ,I C Y . the IH! e d r 0 r dis c los \I r f~ 
mllst be strong and it must l)f~ rationally rel;ltt~d to somt~ 
legitimatf! governml!l1tal pllrpos(~. III conn(~cti()11 With tlw 
disclosurf~ of economic Illtl~r(!sts by (!It!CLf!d officlills. tllf~ PRA 
ilnd the FPPC have historically alld consistently sllpp(Jrtl~d Sllell 
disclosurr~ on {he sole ,c;f'oUild thilt conflicts of int(~r(~st IllllSl 

be pre v (! n t (~ t1 . 13 () t h ~ h I ~ iI W .\ 11 d ! h (! C () mm iss I () 11 , I I' I: I; dll did 1 n 
admlttillg that ttl!! soil! IJs\lfll;;lt!()11 for W!Lltl:V(~r illV;lS11l11 f 
prIV;JCV ()(;CUr5 Wi)(!lleVf~r ,In ,~II:cl!:11 fllrir;\.!l I" i)'qllrl'tl n 
disclosl! i',rlaI1cial illt(~r! !<; i'i 11:1: pr':V!!!ltlll[J nt ,;()111IlCl', It 

Intl!!'I!st, 
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No. I n m y 0 pin ion . i tis not n (~ c e s s a r y for you t 0 

amend your Statement of Economic Interests. filed on ~Iarch :23. 
1986. to disclose the loan from Home Federal. 

Based upon all of my research and analysis. find no 
rational or logical basis for requiring any disclosure of the 
loan from Home Federal. Although r:ertain loans wnich c;ln 
provide the basis for a potential confl ir:t of interest are 
required by the PRA to be disclosed. there is no rational basis 
for requiring disclosure of the loan from Home F(!deral. Please 
allow me to explain. 

First. it is abundantly r:lear. as outlined abov(~. 
that. by law. it is not necessary for you to disr:losl~ the third 
trust deed ownership interest In the Texas propertv. St~cond. 
SInce the loan was obtained from ;1 commercial II~ndl;lg 

inst i tut ion in the regular course of bus iness on tl:rrns 
available to the public without regard to your official status. 
the loan. pursuant to Government Code ser:tion 871ll3(c) can 
never provide the basis for a r:onfl ict of interf~st or even a 
potential conflict of interest. (Therefore. neither the third 
trust deed ownership interest or the loan on the Texas property 
can ever provide the basis for a conflict of interest~) Third. 
you merely co-signed for the loan and the proceeds of the loan 
were used in connection with the Texas property. Fourth. as a 
result of the loan. you did not receive any principal reduction 
of your existing S117.ll00 note in connection with the 
property. finally. and most important. the sole and entire 
purpose of disclosure of economic interests on the Statement of 
Economic Interests is to prevent conflicts of interest. This 
last point is clear and well-documented. as stated In the 
following paragraph. 

Government agenr:ies. including the FPPC. have no legal 
or legitimate inter(~st In the disr:losure of private information 
from public officials for the pure sake of disclosurl!, Since 
slich disr:losurl!s ;Imollnt. to (I certain I!xtent. to ;111 illv(lsion of 
an electf!d official's right to priv;lcy. tlH: lwed i'or discloSlll'f! 
must be strong and it must be! rationallv rel;ltt!d to sornt:! 
legitimatr! gOVf!rnmr:lltal pllrpOSr!, III CO!1!1I!ctioll with t)1f~ 
disclosllrr~ of PCO!lOI1lIC iJltt~rr~sts by 1!lt!cLt!d offir:ldls. lllf! PRA. 
;Ind the FPPC 1l;lve historicaliy ;Inc! cOllsisLf!ntlv SliPPOl'tl!<i sllcll 
disclosurr~ on thf~ sole ,~rollnd (hilt cOllflicts of Illtl!I'(!st Il1tlsl 
he prf!Vf!nt(~d. Uoth thf! idW ,llld Ihl! C0l1l1nlSSlOl1 ,II'I! 1;;Jlldlri in 
aomittillg that th!! soll~ l]Sllfil:;lt!()11 for wll;ltl!VI'/' iilVilSlll1l elf 
prlVilCV ()1;Cllrs Will!lWVr!i' ,In ,'I':I:II!II !llr:I::.ll IS i"I:!lirl'll '0 

rl i !) C I () S i! r,; I ; Inc ! ;j 1 i ii t I! r f' t., : ~ \ i:,' l' [' , ' '. "! I ( 1 t) fI ,) I I : () II i I Ie!', J I 
i n t f! r (! st. 
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No. In my opinion. it is not nf~cessary for you to 
amend your Statement of Economic Interests. filed on ~farch :20, 
1986. to disclose the loan from Home FI~deral. 

Based upon all of my research and analysis. find 
rational or logical basis for requiring any disclosure of 
loan from Home Federal. Although r:ertain loans wnich 

no 
the 
can 

provide the basis for a potential conflir:t of interest are 
required by the PRA to be disclosed. there is no rational basis 
for requiring disclosure of the loan from Home Ff!deral. Please 
allow me to explain. 

First. it is abundantly r:lear. as outlined abovn. 
that, by law. it is not necessary for you to disr:losH the third 
trust deed ownership interest In the xas property. St~c()nd, 
since the loan was obtained from ;1 commercial 1(~lHil;lg 
institution in the regular course of business on terms 
available to the public without regard to your official stattlS, 
the loan. pursuant to Government Code ser:tion 87103(c) can 
n ver provide the basis for a conflict of interest or eVf:!ll a 
potential conflict of interest. (Therefore. neither the third 
trust deed ownership interest or the loan on the T~xas prO[H:!rty 
can ever provide the basis for a conflict of interest~) Third. 
you merely co signed for the loan and the proceeds of the loan 
were used in connection with the Texas property. Fourth. as a 
result of the loan. you did not receive any principal reduction 
of your existing 8117.ll00 note in connection with the 
property. Finally. and most important. the sole and entire 
purpose of disclosure of economic interests on the Statement of 
Economic Interests is to prevent conflicts of interest. This 
last point is clear and well documented. as stated in the 
following paragraph. 

Government agencies. including the FPPC. have no Il!gal 
or ieg-itimate interf~st In thp. disc:losure of private information 
from public officials for the pure sake of disclosurt!. Since 
slIch disr:losurcs illnollnt. lo a certain t!xtent. to ,In IllVilSIOf1 ,)1 
an e I e c t f! d (} r fie i a I 's rig h t top r i \';J C Y . t he [ll! e d r 0 r dis c 1 os liP) 

must be strong alld it must l)f! rationally rf!I,lt!!d to S0I111) 
Ir.gitimatt! governml~[Ital ptlrpOSI!. III CO!1l1t!ctio[l with :11f~ 
disclosure of PC()1l011l1C Inlt~r!~sts l)y 1~lt!c!t!d orri!:ld!s. llll~ ORA 
;IIHI the FPPC il;lve hisloflcaliy and conslsL!!l1tly Sl1ppol't,!il stlch 
dis c los u r t ~ () nth f! sol e .c; r 0 u n d t h; It C ()[l f lie t S () rIll t (! r I! S t III II S l 
he prCVf!lltf~U. Until :iw !;\w ,llIti ihl! COl1lmISSIOI\ ,11'1) 1;<lIHJld In 

admittillg that th!: soil; !!Jstlfil:;ll'()11 for \\,jI;ItI~VI'1' iilvaslOIl '11' 
p r I ',a c v () I; c n r s W II! ! 11 U V (! r . I l\ t' It: C ( I' I I !) i r i (: ! • I i 
(iiscl(JSf~ fi11i!r1C!I"11 iiit(~rr' t., ;~ {i!I' ;)['I~\~I~!lttt}rl 
intl!!'!;st. 
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The PRA, in its statement of "purposes," spcc:ifically 
jus t i fie s dis c los u reo f e con om i c i n t ere s t s bee a use () r the nee d 
to prevent conflicts of interest. Government Code 
sec t ion B 1 0 () 2 ( c) s tat e s a s f 0 I 1 ow s : 

(c) Assets and income of public officials 
which may be materially affected by tlWll' 

official ac:tions should be disclosed ,llld In 
appropriate circumstances the offici;lls 
should be disqualified from acting In order 
that conflicts of interest may be avoided. 

Also, the FPPC's informational Manual for St;1tI~mt~l1ts 
of Economic Interests clearly states as follows: 

WHY MUST A STATEMENT OF ECO~OM I C INTERESTS 
BE F I LED'? 

The Political Reform Act is 
prevent conflicts of interest 
public officials such as 
disclose financial interests 
foreseeably cause conflicts. 

intended to 
by n:(luiring 
yourself to 
which COUlU 

In addi t ion, the FPPC's Form 7:1. Statemf~nt of 
Economic Interests, begins with the following "Important 0lotice 
to Filers": 

The Political Reform Act is 
prevent conflicts of interest 
public officials such as 
disclose financial interests 
foreseeably cause confl icts. 

intended to 
by requiring 
yourse 1 f to 
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Al though 
from the 
states, 

a complete copy of this important recent statement 
FPPC is enclosed for your information, the article 

in relevant part. as follows: 

Th e con f I i c t 0 fin t ere s t pro vis ion s 0 f t h f~ 
Political Reform Act have a pervasive impact 
throughout California. Over 50 thousilnd 
state and local government officials, both 
elected and appointed, are required to file 
statements of economic interests disclosing 
investments, interests in real property nnd 
sources of income, including gifts. 

When the Political Reform Act was first 
adopted as a statewide initiative in lD7-l. 
the conflict of interest proviSions 
generated considerable controversy. Some 
public officials, particularly at local 
levels of government. argued that the 
requirements to disclose personal finaru;es 
constituted an invasion of privacy, and 
there were predictions that numerous 
qualified, public spirited individuals would 
refuse government service. 

Nevertheless, when newly elected or 
appointed officials are first confronted 
with the requirement to file statements of 
economic interests, and when large numbers 
of officials must file their annual 
financial reports in March and April, a 
common question arises: 'What is the 
purpose of these requirements?' 

The answer is found in the Act itself. which 
contains the declarations and purposes of 
tfH~ i nit i a t i \{~ a sad () p t {! d by the v 0 t e r s : 

State and local govt!rnment should S(!!'\l! 

th(~ fWf:ds ilnd ,'(!spond to trw wislws of 
all citizens '!tjuaily. without n!gdrd lo 
tIll: i r Wf!(\ It!l; 

P!lbJic orricidls. wh(:tllPr 

f n ; If 1 lTll D (I r t i it I 
t;;lllSI!d bv : hi" r 

iT) ; 1 tl n I ~ [' , r (' ( ~ 
OWJl ldflC!.t j 

t" [' ()!11 !) I ,~ s 
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or the financial interests of persons 
who have supported them; 

Assets and income of publ ie officiaLs 
which may be materially affectf~d by 
their official actions should t)f~ 
dis c los e dan din a p pro p r i ;1 t I! 

circumstances the officials shollid be 
disqualified from acting in order that 
con f 1 i c t s 0 fin t ere s t rna y be a v 0 ide d . 

Public disclosure is the heart of the 1!lltire 
Political Reform Act. including the conflict 
of interest provisions. Statements of 
economic interests serve as r!:minders to 
pub I i c 0 f f i cia I san d ass i s t the mas w (! II d s 
the general publ ic in determining when il 

con f I i c t 0 fin t ere s t rna y ex i st. I,i 0 reo ve r . 
the disclosure of personal finances on 
statements of economic interests is the 
primary basis for ensuring compliance with 
the Act's requirements that public offici;lis 
must disqualify themselves from making or 
participating in governmental decisions that 
could materially affect their personai 
finances. 

In short. statements of economic interests 
are intended to ensure that a fundamental 
premise of the Political Reform Act is 
fulfilled: That all state and local 
government officials will serve Californians 
equally and make official decisions without 
regard to personal financial interests. 

A very technical argument ell! be cO:lstrllcted to 
sup p 0 r t 1 h c c () n c Ius ion t II a t I ()'HI S 0 r t his t y P f~ S 11 0 It I d b e 
reported. Although will outline this techllical argllrTIt;nt for 
you. do not lJeliPVf! that it finds ,my ratioll;d lJilsis III tllp 
pur po S e S 0 f the P RA 0 r the PI! r po s f~ S for r i I! a !I c i;1i dis c los II r f ~ , 

Df!Spite llH~ many SLltf![lH!lltS. ,IS nlltiir\f~d .d)()Vf~. for 
the purpose of r(~quirlng rinilllci(\j disclosHrf!~ it (;()(lJd ht~ 

argu{~d on technical ~;rOllllds [h.lt SI~ctIOIl B2():lll of thl~ PRA i:!;IV 
rt!quire disclosUff: of tillS klnd of iO<l11, :-;P!~t:il'll:tlllv. ;lS 

indicated ;d)ov!~. sf~cti()n ;l7"{U rt~q[Jli'!~S III Iltiiu'h() df~l' ;,) 
disclose "his IflVf~stnH:fltS.llS 1;1l'~!'f~"'ls ill: 1;,li :!'IJ!)I!!'(V Illli 

his irlCCHTW dining th!! fJl!f'lUd "'lnCI~ I;!! :11','\:,'11.., ;1;11!'!lll'llt 
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filed." Section 82030 of the PRA defines income to include 
outstanding loans, but contains a specific exception. The 
exception contained in section 82030(b)(8) staLes as follows: 

(b) 'Income' also does not include: 

(8) Any loan or loans from ;1 

commercial lending institution 
which are made in the lender's 
regular course of business on 
terms available to members of the 
public without regard to official 
status if: 

(A) Use d top U l' C has e , l' e fin a fl C !~ 
the purchase of. or for 
improvements to, the 
principal residence of filer; 
or 

(B) The balance owed does not 
exceed $10,000 (Ten Thousand 
Do I I a l' s ) . 

Thus, by combining the provisions of section 87:203 
with the provisions of section 82030, and reviewing the 
exclusion contained 1n section 82030(b)(8)(A) and (B), a very 
technical argument can be constructed to the effect that loans 
of this type should be reported. 

However, as outlined above, there is certainly no 
rational or stated purpose for requir1ng the disclosure of the 
loan from Home Federal and, under the circumstances, it Jllay be 
constitutionally prohibited to do so. Frankly, given the fllet 
that the lIome F(~deral loan can rH~Vf~ provide tlw basis 1"01' I:V(~n 
a p () ten t i ;1 1 c () n f I i c t 0 fin t ern s t, the r f~ I S no I" a t i () n iI I h ,1 sis 
t" 0 l' r e qUI r I n g dis c I os 1I r e . The I"!~ I s 11 () rat i () 11 ,Ii h <I sis 
supporting the InvaSion of pr1v,ICY which wOlild pass ,I 

constitutional attack on tht~ n~qulrclllel1t to disc]o.')(! such 
in for m;1 t i 011 . 

III olher 
requiring financial 
() f t lll~ con r lie t 0 f 
f'xccpliol1 f;onl;luwd 
PRA :;ilould :wt h!~ 

',Yords, nil t!w V!~ r y plll'pOS!! ;'01" 

dis I; () S ! j[" I ~ ; 111 d has t~ dOll til( ~ 
i II t I! [' I! S , il VII srI ~ I ,I t I n~ I n 
i:1 '> I! c! ~ 0 n j:: J:l 1 r b ) Ill) ( A ) 

f: I I r :. I; Il t 'i t d t il S 

! hIs 
i[ld 

! (J () II , 

! ! 1 I () r 
so : 1 d r r r J\V I v . "t Ill' '; 1 () I] i d 
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outstanding loans, but contains a specific exception, The 
exception contained in section 82030(b)(8) states as follows: 

(b) 'Income' also does not include: 

(8) Any loan or loans from ;\ 
c omme r cia 1 len din gin s tit \l t ion 
which are made in the lender's 
regular course of business on 
terms available to members of the 
public without regard to official 
status if: 

(A 1 Use d top u r c has e , ref i fI il n c f~ 
the purchase of, or for 
improvements to, the 
principal residence ot' filer; 
or 

(B) The balance owed does not 
exceed $10,000 (Ten Thousand 
Do 1 1 a r s ) , 

Thus, by combining the provIsions of section 8720:3 
with the provisions of section 820:30, and reviewing the 
exclusion contained In section 82030(b)(B)(A) and (B). a very 
technical argument can be constructed to the effect that 10;lns 
of this type should be reported, 

However, as outlined above, there is certainly no 
rational or stated purpose for requiring the disclosure of the 
loan from Home Federal and, under the circumstances. it IIlay be 
constitutionally prohibited to do so, Frankly, given the f;let 
t hal the 1/ Olm~ h~ de r <I I loa n can r]~:~~~ r pro v ide t h (~ bas is!' 0 rev (~ n 
a potenti;li conflict of int[;r(~st. ther(~ IS flO l';1tion;ti h<lsis 
I'or r(~qulrlng disclosure, Therf~ IS no r<ltioll;l! hilSIS 
sllpporting th(~ InvaSion of !>fIVilCY which w(JlIld P,ISS ;1 

constitutional all;lck nil thl~ requlI'elllcnl to disclose sllch 
information, 

J II 0 t he r 
requiring fin,lllcial 
of lh(~ confl ict or 
,~ x c c P 1 I () n ': 0 n t ;1 I III ~ d 
JlRA :;i1ould :lOl IJI~ 

·,VOl'ds. :J(lsl~d 

tiISi;i(JSIJI'I ' :111<1 

I) II t ! lf~ 
h;lsl~d I)n 

vf~ry Plll'P()Sf~ ['01' 

thl~ (:ill'!'I~nt Si.ltllS 
i II t I ~ [' I! S t d W S !' (! I "t I : ll~ I il ~ hIs : ();! \I , i h I! 
:!l -; I! c! : l);l i :: i) , ; [1 I h ) I il I 1'\ ) i r]( i !! l 1 r) t t! ~ 1 ~ 
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broadened to correlate with the conflict of interest provision 
contained in section 87103(c). Specifically, section 
82030(b)(8) should end on the third I ine after the words 
"official status," and "if" and subsections (A) and (B) should 
be removed from this definitional section. Otherwise, in my 
opinion. this current inconsistent and unsupportable disclosure 
r e qui rem e n two u I d not pas s con s tit uti 0 n a I m tl s t era n d s tH V 1 ve a 
legitimate constitutional challenge. 

8. Is it necessary for you to file an rtrnendment to your 
Assuming Office Statement of Economic Interests. !'ilf!d !)n 
November 26, 1986, to disclose the loan from Horne Federal':' 

No. It is not necessary 
Statement of Economic Interests, filed 
disclose the loan from Home Federal. 
no obI igat ion to report the loan 
Statement of Economic Interests. 
directly or by innuendo. would be 

for you to ~mend your 
on November 2G. 1!)86. to 

You we r e un d e r ;; b sol ute i y 
from Horne Federal on tillS 

To suggest otherWise, either 
completely false. 

Pursuant to Government Code section 87202(a), the 
FPPC's information Manual for Statements of Economic Interests 
and the FPPC's instructions regarding Form 721, Statements of 
Economic Interests. there was clearly no requirement for you to 
disclose the loan from Home Federal on your Assuming Office 
Statement of Economic Interests, filed on November ~6, lD86. 

9. Is it necessary to disclose, on Schedule C of your 
future Statements of Economic Interests, your'ownership 
interest" in the Texas property, namely your third trust deerE 

No. It 
future Statements 
ownership interest 

is not necessary for you to disclose on 
of Economic Interests your third trust 
in the Texas property. 

YOtlr 
deed 

The analysis supporting the answer to this question is 
the same as the analysis contained in COfInf!ction with (JUf!st Ion 
Nos. 2, 4 and 5 above. 

10. Is 
of Economic 

it necl~ssary to disclosl~ on YOllr ftltlJrf~ .St<ltf!tnP!lts 
fntt!rests, tll!~ loan oi)taif1f~d from liome Fedt~r;!i:' 

No. 
bas is for VOtl 
on y () U r f II t U r f~ 

In my opInion. tilerr, u; flO :"",~{li 

to disci()SI~ thl~ lo.1!1 ()IJLlllwd (rolll 
S tat f~lTIf~rl t 5 I) I i':conorni r: ! fl t I; e,!s t ,. 

or I'i\ t loa 
!lome Ft~df: 1',1 

( 
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broadened to correlate with the conflict of interest provISion 
contained in section 87103(c). Specifically. section 
82030(b)(8) should end on the third line after tlll~ words 
"official status." and "if" and subsections (A) and (B) should 
be removed from this definitionrtl section. Otherwise, in my 
opinion. this current inconsistent and lInsupportable disclosurt! 
requirement would not pass constitutional muster and <iurVlve a 
legitimate constitutional challenge. 

8. 
Assuming 
November 

Is it necessary for you to file an rtmendment to your 
Office Statement of Economic Intl~rests. l'ilf~d 1)f1 

26. 1986, to disclose the loan from Home Ft~deraP 

No. It IS not necessary for you to ilmend your 
on ;\Iovember '.2tl. 1!)8b. ~o 

You w t~ r e un d e r ,I b sol ute i y 
from Home r-'(~deral on t11IS 

To suggest otherWise, eitht~r 
completely false. 

Statement of Economic Interests, filed 
disclose the loan from Home Federal. 
no obligation to report the loan 
Statement of Economic Interests. 
directly or by innuendo. would be 

Pursuant to Government Code section 87:202(a). ~he 
FPPC's information Manual for Statements of Economic Interests 
and the F P PC's ins t r u c t ion s reg a r din g For m 7:2 1. S tat emf! n t S 0 f 
Economic Interests. there was clearly no requirement for you to 
disclose the loan from ~Iome Federal on your Assuming Office 
Statement of Economic Interests. filed on November ~6, 1986. 

9. Is it necessary to disclose, on Schedule C of your 
future Statements of Economic Interests. your'ownership 
interest" In the Texas property. namely your third trust deed:' 

No. It 
future Statements 
ownership interest 

is not necessary for you to 
of Economic Interests your 
in the Texas property. 

disclose on 
third trust 

your 
deed 

The analysis supporting the ,U1swer to this qUt~stion is 
the same as the analysis contained In C()f\n(~ction with (~Iwstlon 
Nos. 2, 4 and :i a b () v IJ . 

10. Is 
of Economic 

i t IH~r;I!SSar'; 
Intel'l~sts, lll!! 

to discjosl~ on 
joan oi)taiflt!d 

VOII\, r'utllrf! ,Statf!IlWllts 

r [' () III Ii () III e F I ! d f! r;t I:' 

No. In my opinion. l her (~ ! :; rIo : I: g (1 I il r i' a t I () i]; \ 
II)<ln ollt;lll1pd ;'t'OIli IltlllH! 1.'I!df~i',\ basis for vou to dlsciosp thl! 
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broadened to correlate with the conflict of interest provISion 
contained in section 87103(c). Specifically. section 
82030(b)(8) should end on the third line after tl1(~ words 
"official status." and "if" and subsections (A) and (B) should 
be removed from this definitionrtl section. Otherwise, in rny 
opinion. this current inconsistent and lInsupportable disclosurt! 
requirement would not pass constitutional rnuster and <;urvlve a 
legitimate constitutional challenge. 

8. 
Assuming 
November 

Is it necessary for you to fi Ie an rtrnenciment to your 
Office Staternent of Economic Intl~rests. l'ilf~d 1)f1 

26. 1986, to disclose the loan from Horne Ft~deraP 

No. It IS not necessary for you to ilm8nd your 
on 0Iovember '.2tl. 1!)8b. ~o 

You w t~ r e un d e r ,I b sol ute i y 
from Home r-'(~deral on t11IS 

To suggest otherWise, eithl~r 
completely false. 

Statement of Economic Interests, filed 
disclose the loan from Home Federal. 
no obligation to report the loan 
Statement of Economic Interests. 
directly or by innuendo. would be 

Pursuant to Government Code section 87:202(a). ~he 
FPPC's information Manual for Statements of Economic Interests 
and the F P PC's ins t r u c t ion s reg a r din g For m 7:2 1. S tat ern f! n t S 0 f 
Economic Interests. there was clearly no requirement for you to 
disclose the loan from ~Iome Federal on your Assuming Office 
Statement of Economic Interests. filed on November ~6, 1986. 

9. Is it necessary to disclose, on Schedule C of your 
future Statements of Economic Interests. your'ownership 
interest" In the Texas property. namely your third trust deed:' 

No. It 
future Statements 
ownership interest 

is not necessary for you to 
of Economic Interests your 
in the Texas property. 

disclose on 
third trust 

your 
deed 

The analysis supporting the ,U1swer to this qUt~stion is 
the same as the analysis contained In C()f\n(~cti()n with (~Iwstlon 
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The 
quest ion is 
Question No. 

analysis which 
fully out I ined in 
7 above. 

( 

supports the answer to this 
connection with the discussion of 

11. Given the following conditions: (a) it is not 
necessary for you to disclose the "ownership interest" In trw 
T e x asp r 0 per t y . ( b) the loa n was 0 b t a i ned fro mac 0 mm ere i a I 
len din gin s tit uti 0 n i nth ere g u I arc 0 u r s e (l f bus i n e s son t (~ r m s 
available to the public without regard to your official status. 
(c) the proceeds of the loan were used in connect ion wi th the 
Te x asp r 0 per t y, ( d) you did not r e c e i ve any p r i rl C i P (l I rr~ d u c t i 011 

of your note, (e) the purpose of disclosure is to [HCVf)llt 

conflicts of interest, and (f) California Government Codf: 
section 87103 prevents you from ever having a conflict of 
interest in connection wi th the loan from Home Federal. wilv 
would disclosure of the loan be required on your rutlJrf~ 
Statements of Economic Interests? 

There is no constitutional, justifiable reason whv 
disclosure of the Home Federal loan should be required on your 
future Statements of Economic Interests. 

Again, a disclosure for the sake of curiosity IS not 
the issue. In fact, such irrationally-based disclosure 
requirements would not, in my opinion, survive a constitutional 
challenge. Therefore, as outlined thoroughly above in the 
analysis of Question No.7, although a technical argument can 
be constructed supporting disclosure, there are no justifiab e 
reasons to require disclosure of the Home Federal loan on your 
future Statements of Economic Interests. The analysis in 
connection with Question No.7 above is directly applicable 
here. 

12. Are there some basic policy considerations for 
requiring disclosure of interests which cannot, by law. 
eon s tit ute the bas i s for a con f lie t 0 fin t ere s t '? 

Ttlt:re <Ire 110 basic policy COllsirieriltions for l'f~ql1iriilg 
dis c los u reo r i n t ere s t s w hie (I C a (1 II () t. b Y [;1 W • C () n s tit 11 I e ~ h e 
b il SIS for il con f lie t () fin t I; res t . 

'.'ihile servllIg ilS tlH~ Clialrman of tll!~ Fair Politll:"i 
Practices Commission frolll l'ln:l through IDH5. I h!~C(lllll! \I~r\' 
f;1miiiar with the hasic polic~' conslderatiolls uIl(jcrlYll~ : Ill! 

PRA which tll'l! !Ised hv file FPPC III sllpportill~ Its .lctlllllS, 
i fie I ud In its ,'HqU I rnmt:!I! S ((! d till).; ! 0 t hI! ,\ ('I'd ,) t ,'Oil f lIt: II I 
illterf!st, '\( no i imt! 11;IS I I' j:!lPC h;ISI~(t ,lll\ ,ii<.,cin',!! ,. 
r(~(luirf!m(~nt ;)rl rnt~rf; i:urlQSlt\' r)i' t 1 Vf'n .1 (!(~Slr{' :q \~~i/t~l'~l'l!f!: ':f~ 
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The 
question IS 

Question No. 

analysis which supports the answer to this 
fully outlined in 
7 above. 

connection with the discussion of 

11. Given the following conditions: (a) it is rIot 
necessary for you to disclose the "ownership interest" In trH~ 
T e x asp r 0 per t y . ( b) the loa n was 0 b t a i ned fro m " co mm ere i a I 
lending institution in the regular course (If business on terms 
available to the public without regard to your official status. 
(c) the proceeds of the 10iln were used in connection with the 
Texas property, (d) you did not receive any principal rf~ductioll 
of your note, (e) the purpose of disclosure IS to [HCVf;nt 
conflicts of interest, and (f) California Government COdf~ 
section 87103 prevents you from ever having a confl iet 1)[ 

interest in connection with the loan from Home r'ecleral. \VIIY 
would disclosure of the loan be required on your flJtlJl'f~ 
Statements of Economic Interests? 

There IS no constitutional, justifiable reilson whv 
disclosure of the Home Federal loan should be required on your 
future Statements of Economic Interests. 

Again, a disclosure for the sake of curIosity IS lIot 
the issue. In fact, such irrationally-based disclosure 
requirements would not, in my opinion, survive a constitutional 
challenge. Therefore, as outlined thoroughly above In the 
analysis of Question No.7, although a technical argument can 
be constructed supporting disclosure, there are no justifiablt! 
reasons to require disclosure of the Home Federal loan on your 
future Statements of Economic Interests. The analysis in 
connection with Question No.7 above IS directly applicable 
here. 

12. Are there some basic policy consideratiorls 1'01' 

requiring disclosure of interests which cannot, by ItlW. 
con s tit ute the bas i s for a con f lie t 0 fin t ere s t ': 

Ttll~re (Ire 110 basic policy cOllsideriltions for rl~qlllrlilg 
disclosure of inter(!sts whierl carlllot, by law. constltllll~ ~he 
b;J sis for a con f lie t 0 fin t I~ res t . 

'.Vir i 1 e serv 11Ig <IS t hf~ C]I<' i rman () f t Ilf~ {:a i r Po lit I Cd ] 
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/';1millar WIth tire baSIC policv corrsllicl':ltiollS IlIlflcriYl!lg 'lll~ 
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question IS 

Question No. 

analysis which supports the answer to this 
fully outlined in 
7 above. 

connection with the discussion of 
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lending institution in the regular course (If business on terms 
available to the public without regard to your official status. 
(c) the proceeds of the 10iln were used in connection with the 
Texas property, (d) you did not receive any principal rf~ductioll 
of your note, (e) the purpose of disclosure IS to [HCVf;nt 
conflicts of interest, and (f) California Government COdf~ 
section 87103 prevents you from ever having a confl iet 1)[ 

interest in connection with the loan from Home r'ederal. \VIIY 
would disclosure of the loan be required on your flJtlJl'f~ 
Statements of Economic Interests? 

There IS no constitutional, justifiable reilson whv 
disclosure of the Home Federal loan should be required on your 
future Statements of Economic Interests. 

Again, a disclosure for the sake of curIosity IS lIot 
the issue. In fact, such irrationally-based disclosure 
requirements would not, in my opinion, survive a constitutional 
challenge. Therefore, as outlined thoroughly above In the 
analysis of Question No.7, although a technical argument can 
be constructed supporting disclosure, there are no justifiablt! 
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wealth and/or investments of elec;ted officials. As rec,~ntlv 
reiterated by the Commission and Chairman Larson. the sole ,\ni! 
onlv constitutionally permissible basis for requiring 
d i ~ los u I' e 0 f s u chi n for rna t ion i s the pre ve n t ion () f con f lie t s 
of interest. Since. in your specific; case. the loan from Home 
Federal can never form the basis for a confl iet of interest. 
there are absolutely no policy considerations which support 
disclosure of that loan. 

CONCLUSION 

In conclusion, you have not engaged in ilny' conrlicts of 
interest in any votes relating to Home Federal/flom'~ C;lPital's 
interests in either the El Rancho del Rey or 130nlta Lon\.( <:<1I1\'on 
developments. Second. you have not lwell. ,Ind ,lrl! !lO( 

currently, required to disclose your ownership Int(!rf~st in thl: 
T e x asp r 0 per t yon you r S tat erne n t s 0 f f·; con 0 m 1 (; r II t e r I ~ s t s , 
Finally, in my opinion, there is no constitutionally permitted 
basis for requiring disclosure of the loan from Home Ff~d,:rai on 
your Statements of Economic Interests. 

It is my sincere hope that this analysis of thesf! issues. 
and my conclusions will be of help to you in understanding your 
obligations under the Political Reform Act. If. at any time. r 
can answer any other questions relating to your obligations 
under the Act, please do not hesitate to contact me. 

Very truly yours. 

L I Ll .. I-CK McHOSE 8.: CHARLES 

" " \ i' /: 'rf ,1; 

i1-r;~ ~v, ~~r.;;;( 

DLS: wpc 

Dan /L. Stanford I 
I I 

,1 1 'J 1 ;.., 
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wealth and/or investments of elected officials. As recentlv 
reiterated by the Commission and Chairman Larson. lhe sole (Inri 
Q.!lLy constitutionally permissible basis for rf!qulflng 
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of interest. Since. in your specific case. the loan from Home 
Fed era I can n v for m the bas i s for it con f lie tot' i n t ere st. 
there are a so utely no policy considerations which sllpporl 
disclosure of that loan. 
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interest in any votes relating to Home Fuderal/lIomf! Clpit.tl's 
interests in either the El Rancho del Rey or 130nita Lon\.( Can<;on 
developments. Second. you have not been. dnd .lrt! not 
currently, required to disclose your ownership Intt!rest In tilt! 
Texas property on your Statements of /';COnOITIIC Interl~sts. 
Finally, in my opinion, there IS no constitutionally permitted 
bas i s for r e qui r i n g dis c los u reo f the loa n fro mHo m e Fed~! r a ion 
your Statements of Economic Interests. 

It is my sincere hope that this analysis of thesf! issues. 
and my conclusions will be of belp to you in understanding your 
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wealth and/or investments of elected officials. :\s recl~ntlv 
reiterated by the Commission and Chairman Larson. the sale anc1 
Q!!ly constitutionally permissible basis for requIring 
disclosure of such information IS the prevention of conflicts 
of interest. Since. in your specific Ci1!:ie. the loan from Home 
Federal can form the basis for a confl let of interest. 
there are a so utely no policy considerations which support 
disclosure of that loan. 

CONCLUSION 

In conclusion, you have not engaged in (In ... conti iets of 

interest in any votes relating to Home FI~derallflome CapiLII's 
interests in either the £1 Rancho del Rey or 130nila l_orH~ Can\Orl 
developments. Second. you have not been. ,md .II"! :Joe 
currently, required to disclose your ownership Intcrr~st In ,:H! 
T e x asp r 0 per t yon you r S tat em e n t S 0 f E con 0 In I C I n t I! r (~S t <; • 

Finally, in my opinion. there is no constitutionally permlttl!u 
basis for requiring disclosure of the loan from Home Fedt!rlli on 
your Statements of Economic Interests. 

It is my sincere hope that this analysis of thesf! issues, 
and my conclusions will be of help to you in understanding your 
obligations under the Political Reform Act. If. at any time. I 
can answer any other questions relating to your obI igations 
under the Act, please do not hes i tate to contact me. 

Very truly yOllrs. 

DLS:wpc 
'l \ ,) 7. I .. 



NOTICE '.['0 BORROWER: THIS Doem-lENT CON'rAINS PROVISIONS 
FOR A VARIABLE INTEREST RATE 

NOTE 

U.S. $ ______ ~2~,~2~0~0~,~0~0~0~.~0~0~ ___ 

9037603 
Loan No. 

1. PROMISE TO PAY 

AML 

GREGORY R. COX and Green Tree, Ltd., a California limited part­
nership (collectively, "Borrower") will pay Horne Federal Savings 
and Loan Association, a federally chartered stock savings and 
loan association ("Lender"), or whomever Lender orders Borrower 
to pay, the Principal Amount together with interest at the rate 
specified below on the unpaid Principal Amount from the date of 
disbursement until paid. Unless this Note is otherwise endorsed, 
the date of this Note will be the date of disbursement. 

2. INTEREST 

Interest will accrue on unpaid portions of the Principal Amount 
from the date of disbursement at the annual rate (adjustable as 
described below) of 2.75 percent over the Index (defined below). 

3. INDEX 

The index ("the Index") used in computing the interest rate is 
the Monthly Weighted Average Cost of Funds for Eleventh District 
Savings andl Loans as published by the Federal Horne Loan Bank of 
San Francisco. If the Index is not published, a substantially 
similar index will be used as promulgated by the Federal Horne 
Loan Bank Board or its successors. If such a similar index is 
not so promulgated by the Federal Horne Loan Bank Board or its 
successor, Lender will select a substantially similar index which 
will not be within the arbitrary control of Lender. The Initial 
Index is 'f.Sb.S as published as of -:::rl..-<.~ 2."1 /9:F?S- , 1985. 
Accordingly, the Initial Interest Rate is Ii: 'SIr percent. 

4. INTEREST RATE ADJUSTMENTS 

Every month on the date the payment is due, beginning one month 
after the date of disbursement, a new interest rate will be 
established by adding 2.75 percent to the then most current 
Index. However, over the term of the loan the interest rate will 
never exceed 5 percent over the Initial Interest R~e, nor will 
it ever be less than 10 percent per annum. \n\~/ 

5. MONTHLY PAYMENTS '!I. ~ 
SI!.9k~ ... z.O ""T'Y"r..-- 'kJ~C~ 

5.1 YEAR ONE. Beginning Getobe10",r, 1985'lt~ontinuing 
thereafter on the first day of each successive calendar month 
until and including the month which is immediately prior to the 
first anniversary of the date of disbursement, monthly payments 
in the amount of $.::23, /6L/, 31 each will be due which payments 
will be equal ,to accrtled interest on the Principal Amount at the 
rate of the Initial Interest Rate. 

5.2 PAYr-1ENT ADJUSTMENTS. Beginning on the first anniver­
sary of the date of disbursement and continuing thereafter on 
each anniversary of the date of disbursement until and including 
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NOTICE '£0 BORRmvER: THIS DOCUl<1ENT CON'rAINS PROVISIONS 
FOR A VARIABLE INTEREST RATE 

NOTE 

u.S. $ ______ ~2~,~2~0~0~,~0~0~0~.~0~0~ ___ 

9037603 
Loan No. 

DATED !lUg-/( > r Z /-97/ 
San iego, California 

1. PROMISE TO PAY 

AML 

GREGORY R. COX and Green Tree, Ltd., a California limited part­
nership (collectively, "Borrower") will pay Home Federal Savings 
and Loan Association, a federally chartered stock savings and 
loan association ("Lender"), or whomever Lender orders Borrower 
to pay, the Principal Amount together with interest at the rate 
specified below on the unpaid Principal Amount from the date of 
disbursement until paid. Unless this Note is otherwise endorsed, 
the date of this Note will be the date of disbursement. 

2. INTEREST 

Interest will accrue on unpaid portions of the Principal Amount 
from the date of disbursement at the annual rate (adjustable as 
described below) of 2.75 percent over the Index (defined below). 

3. INDEX 

The index ("the Index") used in computing the interest rate is 
the Monthly Weighted Average Cost of Funds for Eleventh District 
Savings an~ Loans as published by the Federal Home Loan Bank of 
San Francisco. If the Index is not published, a substantially 
similar index will be used as promulgated by the Federal Home 
LO<ln Bank Board or its successors. If such a similar index is 
not so promulgated by the Federal Home Loan Bank Board or its 
successor, Lender will select a substantially similar index which 
will not be within the arbitrary control of Lender. The Initial 
Index is Cf.5~5 as published as of -:::rw..~ 2.(', 19:F?~ , 1985. 
Accordingly, the Ini tial In tere st Rate is I z:; "5/£ percent. 

4. INTEREST RATE ADJUSTMENTS 

Every month on the date the payment is due, beginning one month 
after the date of disbursement, a new interest rate will be 
established by adding 2.75 percent to the then most current 
Index. However, over the term of the loan the interest rate will 
never exceed 5 percent over the Initial Interest R~e, nor will 
it ever be less than 10 percent per annum. \n\~/ 

5. MONTHLY PAYMENTS Y. '1f:;. 
Se~~ ... z..O ~l/ . '~J~C~ 

5.1 YEAR ONE. Beginning GetobelO' /' 1985'Jt~ontinuing 
thereafter on the first day of each successive calendar month 
until and including the month which is iIT~ediately prior to the 
first anniversary of the date of disbursement, monthly payments 
in the amount of $':< 3, 16 t.;, 3/ each will be due which payrnen ts 
will be equal .to accrb-ed interest on the principal Amount at the 
rate of the Initial Interest Rate. 

5.2 PAYMENT ADJUST!>1ENTS. Beginning on the first anniver­
sary of the date of disbursement and continuing thereafter on 
each anniversary of the date of disbursement until and including 
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specified below on the unpaid Principal Amount from the date of 
disbursement until paid. Unless this Note is otherwise endorsed, 
the date of this Note will be the date of disbursement. 

2. INTEREST 

Interest will accrue on unpaid portions of the Principal Amount 
from the date of disbursement at the annual rate (adjustable as 
described below) of 2.75 percent over the Index (defined below). 

3. INDEX 

The index ("the Index") used in computing the interest rate is 
the Monthly Weighted Average Cost of Funds for Eleventh District 
Savings an~ Loans as published by the Federal Home Loan Bank of 
San Francisco. If the Index is not published, a substantially 
similar index will be used as promulgated by the Federal Home 
LOun Bank Board or its successors. If such a similar index is 
not so promulgated by the Federal Home Loan Bank Board or its 
successor, Lender will select a substantially similar index which 
will not be within the arbitrary control of Lender. The Initial 
Index is Cf.5~5 as published as of -:::rw..~ 2.(', 19:F?~ , 1985. 
Accordingly, the Initial Interest Rate is Ii: "5/£ percent. 

4. INTEREST RATE ADJUSTMENTS 

Every month on the date the payment is due, beginning one month 
after the date of disbursement, a new interest rate will be 
established by adding 2.75 percent to the then most current 
Index. However, over the term of the loan the interest rate will 
never exceed 5 percent over the Initial Interest R~e, nor will 
it ever be less than 10 percent per annum. \n\~/ 

5. MONTHLY PAYMENTS Y. 'if:;. 
Se~~ ... z..O ~l/ . 'kJ~C~ 

5.1 YEAR ONE. Beginning GetobelO' /' 1985'Jt~ontinuing 
thereafter on the first day of each successive calendar month 
until and including the month which is iIT~ediately prior to the 
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in the amount of $.::!3,/6t.;,3/ each will be due which payments 
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sary of the date of disbursement and continuing thereafter on 
each anniversary of the date of disbursement until and including 
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the ninth anniversary of the date of disbursement, the amount of 
the monthly payment due during the successive year will be 
adjusted to be equal to the equal monthly amounts necessary to 
fully amortize the unpaid balance I including deferred interest, 
and interest on unpaid principal at the rate applicable for the 
month in which the payment adjustment is made as described in 
Paragraph 4 over the then remaining initial amortization period. 
The initial amortization period is 30 years. No annual payment 
adjustment will result in an increase or a decrease in monthly 
payments by more than 7.5 percent of monthly payments due during 
the previous 12-month period. However, the payment adjustment on 
the fifth anniversary will not be subject to this limitation. 

6. DEFERRED INTEREST 

Monthly payments may be insufficient to pay the total amount of 
the monthly accrued interest. The amount of accrued interest 
that is not paid each month is deferred interest. Any deferred 
interest will be added to the Principal Amount and will accrue 
interest at the same rate as the Principal Amount. However, at 
any time, the outstanding Principal Amount plus deferred interest 
reaches or will reach $2,773,550 with the application of the next 
payment, Borrower will pay, in addition to Borrower's regular 
monthly payment, any amount necessary to prevent further deferred 
interest from being added to the loan. 

7. MATURITY 

Any sums remaining unpaid under this Note will be due on the 
tenth anniversary of the date of disbursement. 

8. LOCATION AND APPLICATION OF PAYMENTS 

All payments. and charges are due at 625 Broadway, San Diego, 
California 92101, or such other place as Lender may designate. 
Each payment will be applied in the following order: (1) 
interest cuirently due~ (2) deferred interest; (3) unpaid Prin­
cipal Amount; (4) late charges; (5) other charges under this 
Note. \ 

9. LATE CHARGE 

Borrower will pay a late charge of 6 percent of each installment 
not received by Lender within 10 days after it is due. The late 
charge is a reasonable estimate of the damages Lender will incur 
as result of the delinquent payment. 

10. PREPAYMENT 

Borrower will pay a prepayment penalty equal to 180 days' 
interest at the then existing interest rate on any prepayment in 
excess of the scheduled monthly payment. However, Borrower may 
prepay this Note in full or in part without incurring a prepay­
ment penalty (i) during the 60 days after the effective date of 
any payment adjustment on which monthly payments are increased 
over the initial monthly payment amount and (ii) during the 90 
day period immediately preceding the maturity date. Any prepay­
ment will be applied in the same manner as regular payments under 
Paragraph 8 of this Note. 

11. DEFAULT 

If Borrower fails to pay any installment when due, or if Borrower 
fails to comply with any of the agreements in this Note or in the 
Deed of Trust, or any agreement secured by the Deed of Trust 
securing the payment of this Note, the entire sum, accrued 
interest and late charges will become immediately due at Lender' s )~ 
option, and the power of sale contained in the Deed of Trust may 
then be used. 
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any payment adjustment on which monthly payments are increased 
over the initial monthly payment amount and (ii) during the 90 
day period immediately preceding the maturity date. Any prepay­
ment will be applied in the same m~nner as regular payments under 
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12. SECURITY 

To secure the payment of this Note, Borrower is giving Lender a 
Deed of Trust. Lender has the right to accelerate the due date 
of this Note according to the following provision in the Deed of 
Trust: 

"9. Transfer of the Property: Assumption. Lender may 
declare all the sums secured by this Deed of Trust to 
be immediately due and payable if any portion of . the 
Secured Property or any interest in the Secured Pro­
perty is sold or transferred voluntarily or involun­
tarily before obtaining Lender's written approval. For 
the purposes of this provision a transfer includes, (a) 
if the Borrower includes a partnership, the termination 
of general partner's interest or the assignment or 
transfer in the aggregate of more than 50 percent of a 
general partner's interest, (b) if the Borrower 
includes a corporation, the transfer, in the aggregate 
of more than 40 percent of the corporate stock and (c) 
if the Borrower includes a trust, a transfer, in the 
aggregate, of more than 40 percent of the beneficial 
interest in the trust. 

However, written approval is not required for (a) the 
creation of a lien or encumbrance subordinate to this 
Deed of Trust which does not relate to a transfer of 
rights of occupancy in the secured Property: (b) the 
creation of a purchase money security interest for 
household appliances; Ic) the transfer of title by 
devise, descent or by operation of law upon the death 
of a joint tenant; (d) the grant of a leasehold f.or 
three years or less which does not contain an option to 
purchase; (e) a transfer to relative resulting from the 
death of a Borrower; If} a transfer where the spouse or 
children of Borrower become an owner of the Secured 
Property; (g) a transfer resulting from a decree of a 
dissolution of marriage, legal separation agreement, or 
from an incidental property settlement agreement, by 
which the spouse of Borrower becomes an owner of the 
Secured Property; or (h) a transfer into an inter vivos 
trust in which Borrower is and remains a beneficiary 
and which does not relate to a transfer of rights of 
occupancy in the Secured Property. 

If Lender exercises this right to accelerate, Lender 
will mail Borrower notice of acceleration at Borrower's 
address according to Lender' s records. Such notice 
will provide a period of not less than 30 days from the 
date the notice is mailed within which Borrower may pay 
the sums declared due. If Borrower fails to pay such 
items before the expiration of such period, Lender may 
without further notice or demand on Borrower, use any 
remedies permitted by paragraph 13." 

13. SEVERABILITY AND USURY 

The invalidity, or unenforceability in ?articular circumstances, 
of any provision ufchis Note shall not extend beyond such 
provision or such circumstances and no other provision of this 
instrument shall be affected thereby. It is the intention of the 
parties hereto to comply with applicable usury laws accordingly, 
it is agreed that notwithstanding any provisions to the contrary 
in this Note or any instrument evidencing the Indebtedness 
(defined in the Deed of Trust), in the Deed of Trust or in any of 
the documents or instr'...lments securing payment of the Indebtedness 
or otherwise relating thereto, in no event shall this Note or \-.. 
such documents require the payment or permit the collection of .) . 
interest in excess of the maximum amount permitted by such laws. 
I f any such excess of interest is contracted for, charged or 
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received, under this Note or any instrument evidencing the 
Indebtedness, under this Deed of Trust or under the terms of any 
of the other documents securing payment of the Indebtedness or 
otherwise relating thereto, or in the event the maturity of any 
of the Indebtedness is accelerated in whole or in part, or in the 
event that all or part of the principal or interest of the 
Indebtedness shall be prepaid, so that under any of such circum­
stances, the amount of interest contracted for, charged or 
received, under this Note or any instruments evidencing the 
Indebtedness, under the Deed of Trust or under any of the instru­
ments securing payment of the Indebtedness or otherwise relating 
thereto, on the amount of principal actually outstanding from 
time to time under this Note and other instruments evidencing the 
Indebtedness, shall exceed the maximum amount of interest 
permitted by applicable usury laws, then in any such event (a) 
the provisions of this paragraph shall govern and control, (b) 
neither Borrower nor any other person or entity now or hereafter 
liable for the payment of this Note or any iqstrument evidencing 
the Indebtedness shall be obligated to pay the amount of such 
interest to the extent that it is in excess of the maximum amount 
of interest permitted by applicable usury laws, (c) any such 
excess that may have been collected shall be either applied as a 
credit against the then unpaid principal amount hereof or 
refunded to Borrower, at the holder's option, and (d) the 
effective rate of interest shall be automatically reduced to the 
maximum lawful contract rate allowed under applicable usury laws 
as now or hereafter construed by the courts having jurisdiction 
thereof. It is further agreed that without limitation of the 
foregoing, all calculations of the rate of interest contracted 
for, charged or received under this Note, or any instrument 
evidencing the Indebtedness, under the Deed of Trust or under 
such other documents that are made for the purpose of determining 
whether such rate exceeds the maximum lawful contract rate, shall 
be made, to the extent permitted by applicable laws by 
amortizing, prorating, allocating the spreading in equal parts 
during the period of the full stated term of ~he loan evidenced 
by this Note or the instruments evidencing the Indebtedness, all 
interest at any time contracted for, charged or received from 
Borrower or l otherwise by the holder or holders hereof in connec­
tion with such loan. 

14. WAIVER OF RIGHTS 

14.1 DEMAND; NOTICE OF DISHONOR; PRO'rEST. Borrower waives 
the rights to require Lender to do the following: (1) demand 
payment of amount due (known as "presentment"); (2) give notice 
that amounts due have not been paid (known as "notice of dis­
honor"); (3) obtain an official certification of nonpayment 
(known as a "protest"); (4) notice of intention to accelerate. 
Anyone else who agrees to keep the promises made in this Note, or 
who agrees to make payments to Lender if borrower fails to keep 
my promises under this Note, or who signs this Note to transfer 
it to someone else also waives there rights. These persons are 
known as "guarantors, sureties, and endorses." 

14.2 VALUATION AND APPRAISEMENT. Borrower waives all relief 
under any applicable valuation and appraisement laws. 

15. RECONVEYANCE FEEr: 

Borrower will pay the trustee named in the Deed of Trust, or any 
successor trustee, any partial or full reconveyance fee (sl as 
provided in the Deed of Trust. 

16. OTHER CHARGES 

If Lender (i) commences a judicial action or nonjudicial proceed- ~, 
ing on this Note or the Deed of Trust (including but not limited / 
to judicial or trustee's power-of-sale foreclosure) with or 
without instituting litigation, to enforce any of the provision 
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received, under this Note or any instrument evidencing the 
Indebtedness, under this Deed of Trust or under the terms af any 
of the other documents securing payment of the Indebtedness or 
otherwise relating thereto, or in the event the maturity of any 
of the Indebtedness is accelerated in Hhole or in part, or in the 
event that all or part of the principal or interest of the 
Indebtedness shall be prepaid, so that under any of such circum­
stances, the amount of interest contracted for, charged or 
received, under this Note or any instruments evidencing the 
Indebtedness, under the Deed of Trust or under any of the instru­
ments securing payment of the Indebtedness or otherwise relating 
thereto, on the amount of principal actually outstanding from 
time to time under this Note and other instruments evidencing the 
Indebtedness, shall exceed the maximum amount of interest 
permitted by applicable usury laws, then in any such event (a) 
the provisions of this paragraph shall govern and control, (b) 
neither Borrower nor any other person or entity now or hereafter 
liable for the payment of this Note or any iqstrument evidencing 
the Indebtedness shall be obliguted to pay the amount of such 
interest:. to the extent that it is in excess of the maximum amount 
of interest permitted by applicable usury laws, (c) any such 
excess that may have been collected shall be either applied as a 
credit against the then unpaid principal amount hereof or 
refunded to Borrower, at the holder's option, and (d) the 
effective rate of interest shall be automatically reduced to the 
maximum lawful contract rate allowed under applicable usury laws 
as now or hereafter construed by the courts having jurisdiction 
thereof. It is further agreed that without limitation of the 
foregoing, all calculations of the rate af interest contracted 
for, charged or received under this Note, or any instrument 
evidencing the Indebtedness, under the Deed of Trust or under 
such other documents that are made for the purpose of determining 
whether such rate exceeds the maximum lawful contract rate, shall 
be made, to the extent permitted by applicable laws by 
amortizing, prorating, allocating the spreading in equal parts 
during the period of the full stated term of ~he loan evidenced 
by this Note or the instruments evidencing the Indebtedness, all 
interest at any time contracted for, charged or received from 
Borrower or l otherwise by the holder or holders hereof in connec­
tion with such loan. 

14. WAIVER OF RIGHTS 

14.1 DEr-lAND; NO'fICE OF DISHONOR; PROTEST. Borrower waives 
the rights to require Lender to do the following: (1) demand 
payment of amount due (known as "presentment"); (2) give notice 
that amounts due have not been paid (known as "notice of dis­
honor") ; (3) obtain an official certification of nonpayment 
(known as a "protest"); (4) notice of intention to accelerate. 

Anyone else who agrees to keep the promises made in this Note, or 
who agrees to make payments to Lender if borrower fails to keep 
my promises under this Note, or who signs this Note to transfer 
it to someone else also waives there rights. These persons are 
known as "guarantors, sureties, and endorses." 

14.2 VALUATION AND APPRAISEr-lENT. Borrower waives all relief 
under any applicable valuation and appraisement laws. 

15. HECONVEYANCE FEE." 

Borrower will pay the trustee named in the Deed of Trust, or any 
successor trustee, any partial or full reconveyance feels) as 
provided in the Deed of Trust. 

16. OTHER CHARGES 

If Lender (i) corr~ences a judicial action or nonjudicial proceed­
ing on this Note or the Deed of Trust (including but not limited 
to judicial or trustee's power-of-sale foreclosure) with or 
without instituting litigation, to enforce any of the provision 
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received, under this Note or any instrument evidencing the 
Indebtedness, under this Deed of Trust or under the terms of any 
of the other documents securing payment of the Indebtedness or 
otherwise relating thereto, or in the event the maturity of any 
of the Indebtedness is accelerated in Hhole or in part, or in the 
event that all or part of the principal or interest of the 
Indebtedness shall be prepaid, so that under any of such circum­
stances, the amount of interest contracted for, charged or 
received, under this Note or any instruments evidencing the 
Indebtedness, under the Deed of Trust or under any of the instru­
ments securing payment of the Indebtedness or otherwise relating 
thereto, on the amount of principal actually outstanding from 
time to time under this Note and other instruments evidencing the 
Indebtedness, shall exceed the maximum amount of interest 
permitted by applicable usury laws, then in any such event (a) 
the provisions of this paragraph shall govern and control, (b) 
neither Borrower nor any other person or entity now or hereafter 
liable for the payment of this Note or any iqstrument evidencing 
the Indebtedness shall be obligated to pay the amount of such 
interest: to the extent that it is in excess of the maximum amount 
of interest permitted by applicable usury laws, (c) any such 
excess that may have been collected shall be either applied as a 
credit against the then unpaid principal amount hereof or 
refunded to Borrower, at the holder's option, and (d) the 
effective rate of interest shall be automatically reduced to the 
maximum lawful contract rate allowed under applicable usury laws 
as now or hereafter construed by the courts having jurisdiction 
thereof. It is further agreed that without limitation of the 
foregoing, all calculations of the rate of interest contracted 
for, charged or received under this Note, or any instrument 
evidencing the Indebtedness, under the Deed of Trust or under 
such other documents that are made for the purpose of determining 
whether such rate exceeds the maximum lawful contract rate, shall 
be made, to the extent permitted by applicable laws by 
amortizing, prorating, allocating the spreading in equal parts 
during the period of the full stated term of ~he loan evidenced 
by this Note or the instruments evidencing the Indebtedness, all 
interest at any time contracted for, charged or received from 
Borrower o~ otherwise by the holder or holders hereof in connec­
tion with such loan. 

14. WAIVER OF RIGHTS 

14.1 DEMAND; NOTICE OF DISHONOR; PROTEST. Borrower waives 
the rights to require Lender to do the following: (1) demand 
payment of amount due (known as "presentment"); (2) give notice 
that amounts due have not been paid (known as "notice of dis­
honor"); (3) obtain an official certification of nonpayment 
(known as a "protest"); (4) notice of intention to accelerate. 

Anyone else who agrees to keep the promises made in this Note, or 
who agrees to make payments to Lender if borrower fails to keep 
my promises under this Note, or who signs this Note to transfer 
it to someone else also waives there rights. These persons are 
known as "guarantors, sureties, and endorses." 

14.2 VALUATION AND APPRAISEMENT. Borrower waives all relief 
under any applicable valuation and appraisement laws. 

15. RECONVEYANCE FEEf 

Borrower will pay the trustee named in the Deed of Trust, or any 
successor trustee, any partial or full reconveyance feels) as 
provided in the Deed of Trust. 

16. OTHER CHARGES 

If Lender (i) commences a judicial action or nonjudicial proceed­
ing on this Note or the Deed of Trust (including but not limited 
to judicial or trustee's power-of-sale foreclosure) with or 
without instituting litigation, to enforce any of the provision 
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of this Note, (ii) engages an attorney to appear in any judicial 
action or nonjudicial proceeding commenced by any person con­
cerning this Note or the Deed of Trust, including but not limited 
to actions or proceedings (a) under the bankruptcy laws of the 
United States or Clny state, (b) for condemnation, (c) under any 
applicable Probate Code, (d) in connection with any state or 
federal tax lien or (e) involving mechanics' or materialmen's 
liens or stop notices, or (iii) engages an attorney to enforce 
the assignment of rents on property serving as security for this 
Note, Borrower will pay Lender's reasonable attorneys' fees 
(including Lender's in-house attorney's fees) and all costs and 
expenses incurred by Lender incidental to such proceeding. 

17. BALLOON PAYMENT DISCLOSURE 

This loan is payable infull at the end of 10 years. Borrower 
must repay the entire unpaid Principal Amount of the loan and 
unpaid interest then due. Lender is under no obligation to 
refinance the loan at that time. Borrower will be required to 
make payment out of other assets Borrower may own, or Borrower 
will have to find a lender willing to lend it the money at the 
prevailing market rates, which may be considerably higher or 
lower than the interest rate on this loan. If Borrower 
refinances this loan at maturity with Lender, it may have to pay 
some or all closing costs normally associated with a new loan. 

18. LOAN AGREENENT 

This Note and the Deed of Trust are subject to the provisions of 
that certain Loan Agreement dated, for reference purposes only, 
as entered into between Borrower and Lender for the loan 
evidenced hereby. 

19. JOIN~ AND SEVERAL LIABILITY 

If Borrower includes more than one individual or entity each such 
individual and entity will be jointly and severally liable for 
all obligations evidenced by this Note or secured by the Deed of 
Trust. \ 

20. CONTROLLING LAW 

This Note has been executed in the County of San Diego, State of 
California and shall be controlled by and interpreted according 
to the applicable laws of the State of California, except to the 
extent that applicable federal laws and regulations are in 
conflict, in which case, such applicable federal laws and regula­
tions shall control. 

Borrower: 

GREEN TREE LTD., 
a California limited partnership 

By, pt:fi};Sf!;Pk~ 
Ganeral Partner 

GregorY R& Cox 
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of this Note, (ii) engages an attorney to appear in any judicial 
action or nonjudicial proceeding commenced by any person con­
cerning this Note or the Deed of Trust, including but not limited 
to actions or proceedings (a) under the bankruptcy laws of the 
United States or ilny state, (b) for condemnation, (cl under any 
applicable Probate Code, (d) in connection with any state or 
federal tax lien or (el involving mechanics I or materialmen IS 

liens or stop notices, or (iii) engages an attorney to enforce 
the assignment of rents on property serving as security for this 
Note, Borrower will pay Lender's reasonable attorneys' fees 
(including Lender's in-house attorney's feesl and all costs and 
expenses incurred by Lender incidental to such proceeding. 

17. BALLOON PAYMENT DISCLOSURE 

This loan is payable infull at the end of 10 years. Borrower 
must repay the entire unpaid Principal Amount of the loan and 
unpaid interest then due. Lender is under no obligation to 
refinance the loan at that time. Borrower will be required to 
make payment out of other assets Borrower may own, or Borrower 
will have to find a lender willing to lend it the money at the 
prevailing market rates, which may be considerably higher or 
lower than the interest rate on this loan. If Borrower 
refinances this loan at maturity with Lender, it may have to pay 
some or all closing costs normally associated with a new loan. 

18. LOAN AGREEMENT 

This Note and the Deed of Trust are subject to the provisions of 
that certain Loan Agreement dated, for reference purposes only, 
as entered into between Borrower and Lender for the loan 
evidenced hereby. 

19. JOIN~ AND SEVERAL LIABILITY 

If Borrower includes more than one individual or entity each such 
individual and entity will be jointly and severally liable for 
all obligations evidenced by this Note or secured by the Deed of 
Trust. \ 

20. CONTROLLING LAW 

This Note has been executed in the County of San Diego, State of 
California and shall be controlled by and interpreted according 
to the applicable laws of the State of California, except to the 
extent that applicable federal laws and regulations are in 
conflict, in which case, such applicable federal laws and regula­
tions shall control. 
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Borrower: 

GREEN TREE LTD., 
a California limited partnership 

By,~L~ 
Patrick A. Judd 
Ganeral Fiirtner 
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of this Note, (iiI engages an attorney to appear in any judicial 
action or nonjudicial proceeding commenced by any person con­
cerning this Note or the Deed of Trust, including but not limited 
to actions or proceedings (a) under the bankruptcy laws of the 
United States or (lny state, (b) for condemnation, (c) under any 
applicable Probate Code, (d) in connection with any state or 
federal tax lien or (e) involving mechanics I or materialmen IS 

liens or stop notices, or (iii) engages an attorney to enforce 
the assignment of rents on property serving as security for this 
Note, Borrower will pay Lender's reasonable attorneys' fees 
(including Lender's in-house attorney's fees) and all costs and 
expenses incurred by Lender incidental to such proceeding. 

17. BALLOON PAYMENT DISCLOSURE 

This loan is payable infull at the end of 10 years. Borrower 
must repay the entire unpaid Principal Amount of the loan and 
unpaid interest then due. Lender is under no obligation to 
refinance the loan at that time. Borrower will be required to 
make payment out of other assets Borrmller may own, or Borrower 
will have to find a lender willing to lend it the money at the 
prevailing market rates, which may be considerably higher or 
lower than the interest rate on this loan. If Borrower 
refinances this loan at maturity with Lender, it may have to pay 
some or all closing costs normally associated with a new loan. 

lB. LOAN AGREEMENT 

This Note and the Deed of Trust are subject to the provisions of 
that certain Loan Agreement dated, for reference purposes only, 
as entered into between Borrower and Lender for the loan 
evidenced hereby. 

19. JOINT AND SEVERAL LIABILITY 

If Borrow~r includes more than one individual or entity each such 
individual and entity wi 11 be jointly and severally liable for 
all obligations evidenced by this Note or secured by the Deed of 
Trust. \ 

20. CONTROLLING LAW 

This Note has been executed in the County of San Diego, State of 
California and shall be controlled by and interpreted according 
to tl1e applicable laws of the State of California, except to the 
extent that applicable federal laws and regulations are in 
conflict, in which case, such applicable federal laws and regula­
tions shall control. 

Borrower: 

GREEN TREE LTD., 
a California limited partnership 

Cox 
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Loan Ho. 9037603 

DEE!) OF TIWS1, IISSIGNHEIIT dI!!lI?D~~~~ND SECURITY 
ctu 77J5 ... 

TIlE STALE OF lEXAS 
KNOH IILL HEN 

COUNTY OF TRAVIS 

GREEN 'fREE L1D., a California Limited Partnership and Gregory R. Cox 
(collectively, "Borrower"), for and in consideration of the Indebtedness 
described in this Deed of Trust, Assignment of Rents and Security Agreement 
("Deed of Trust"), grants, bargains, sells and conveys, in trust, unto DALE E. 
HAWLEY, of 625 Broadway, Suite 735, San Diego County, California, 92101, as 
trustee and all substitute trustees, sll such trustees being collectively 
referred to as ("Trustee"), and unto his or their successors and assigns, 
forever, for the benefit of Beneficiary, IIOME FEDU:RAL SAVINGS AND LOAN ASSO­
CIATION, a federally chartered stock savings and loan association ("Lender"), 
having its home office at 625 Broadway, San Diego, California, 92101, the 
property situated in the County of TRAVIS, STATE OF TEXAS, all as described in 
the nttached Exhibit 1 incorporated into this Deed of Trust as though fully set 
forth. The pruperty described in Ex:hibit 1 consists of n lensehold interest 
(lithe Groulldlense") heid by Green Tree Ltd. alld a reversionnry fee simple 
interest held by Gregory R. Cox:. 

TOGETIIER HITII all rights. titles, interests, estates, reversions and remainders 
owned and to be owned by Borrowers in and to the above described premises and in 
and to the properties covered hereby and all lands owned or to be owned by 
Borrowers next or adjacent to any land herein described or herein mentioned; all 
buildings and improvements now or hereafter located on the lands herein 
described or mentioned; all rights, titles and interests now owned or hereafter 
acquired by Borrowers in and to all easements, streets and rights-of-way of 
every kind and nature adjoining the said lands and all public or private utility 
connections thereto and all appurtenances, servitudes, rights, ways, privileges 
and prescriptions thereunto; all goods, equipment, fixtures, inventory, 
machinery, furniture, furnishings and other personal property that is owned or 
hereafter acquired by Borrowers and now or hereafter affixed to, or located on, 
the above described real estate and used or usable for any present or future 
operation of any ~uilding or buildings now or hereafter affixed to, or located 
on, the above described real estate and used or usable for any present or future 
operation of any building or buildings now or hereafter located on said lands, 
including without limitation, all rights, titles and interests of Borrowers in 
and to any such personal property that may be subject to any title retention or 
security agreement superior in lien or security interest to the lien or security 
illtereat of this Deed of Truflt; all rights, titles aud interests of Dorrowers in 
nlld to nIl t iloober to be cut froln the renl ea tnte covered hereby nnd all minernls 
in, lIudor. 111111 "pOll, prodllced IUltl tn be produced frOlIl flaid real estnte; lllld 
lJttlwtlt ltllLltllt.ioll of th" f(1rel\oillg. allY and all rights, I:ents. revenues, 
b"Ill'fttlJ, 11:!""eH. contrnctn. Accounts. r,cnernl int<lngibles. mOlley. illatrllluellta, 
documents, tenements, hereditaments, lllid appurtenances now or hereafter owned by 
Borrowers and appertaining to. generated from, arising out of or belonging to 
dIe above-described properties or any part thereof (all of the foregoing being 
referred to collectively 8.S the "Secured Property"). 

To have and to hold the Secured Property unto Trustee, his successors in 
this trust and his assigns, forever, and Borrowers do hereby bind Borrowers, 
their respective heirs, legal representatives, successors and assigns, to 
warrant and forever defend the Secured Property unto Trustee, his successors and 
assigns, forever, against the claim or claims of all persons whomsoever claiming 
or to claim the saIDe, or any part thereof. 

This conveyance is made in trust, however, to secure and enforce the 
payment of a promissory note (lithe Note") of even date herewith, executed by 
Borrower and payable to the order of Lender in the original principal amount of 
$2,200.000.00 bearing interest at the rate therein stated, with final maturity 
being ten years after the date of disbursement. The Note provides in effect, 
dlat if certain, defaults occur, the unpaid principal thereof and all accrued 
unpaid interest may be declared due and payable. at the holder's option, prior 
to the etated maturity thereof and providing further for the pa"llent of attor­
neys' fees and other expenses of collection under certain circumstances. and to 
secure the performance of all covenants and agreements of Borrowers herein. 
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Loan No. 9037603 

DEED OF TRUST, ASSIGtlHEIiT dLt ~D~~~<>4ND SECURITY 
"'u 77J5 ,. 

TIlE STATE 0 l' TEXAS 
KNO\< ALL ["lEN 

COUNTY OF TRAVIS 

GREEN TREE LTD., a California Limited Partnership and Gregory R. Cox 
(collectively, "Borrower"), for and in consideration of the Indebtedness 
described in this Deed of Trust, Assignment of Rents and Security Agreement 
("Deed of Trust"), grants, bargains, sells and conveys, in trust, unto DALE E. 
HAWLEY, of 625 Broadway, Suite 735, San Diego County, California, 92101, as 
trustee and all substitute trustees, all such trustees being collectively 
referred to as ("Trustee"), and unto his or their successors and assigns, 
forever, for the benefit of Beneficiary, HOME FEDERAL SAVINGS AND LOAN ASSO­
CIATION, a federally chartered stock savings and loan association ("Lender"), 
having its home office at 625 lJroadway, San Diego, California, 92101, the 
property situated in the County of TRAVIS, STATE OF TEXAS, all as described in 
the nttnched Exhibit 1 incorporated into this Deed of Trust as though fully set 
forth. The property described in Exhibit 1 cOllsists of a leasehold interest 
("the Groulldlease") held by Green Tree Ltd. alld a reversionary fee simple 
interest held by Gregory R. Cox. 

TOGETHER IHTn all rights, titles, interests, estates, reversions and remainders 
owned and to be owned by Borrowers in and to the above described" premises and in 
and to the properties covered hereby and all lands owned or to be owned by 
Borrowers next or adjacent to any land herein described or herein mentioned; all 
buildings and improvements now or hereafter located on the lands herein 
described or mentioned; all rights, titles and interests now owned or hereafter 
acquired by Borrowers in and to all easements, streets and rights-of-way of 
every kind and nature adjoining the said lands and all public or private utility 
connections thereto and all appurtenances, servitudes, rights, ways, privileges 
and prescriptions thereunto; all goods, equipment, fixtures, inventory, 
machinery, furniture, furnishings and other personal property that is owned or 
hereafter acquired by Borrowers and now or hereafter affixed to, or located on, 
the above described real estate and used or usable for any present or future 
operation of any "building or buildings now or hereafter affixed to, or located 
on, the above described real estate and used or usable for any present or future 
operation of any building or buildings now or hereafter located on said lands, 
including without limitation, all rights, titles and interests of Borrowers in 
and to any such personal property that may be subject to any title retention or 
security agreement superior in lien or security interest to the lien or security 
illterest of this Deed of Trust; all rights, titles and interests of Borrowers in 
nlld to nIl till,her to be cut from the renl estate covered hereby and all minerals 
ill, 111\(\01', 1111.\ "POll, prodllced mill to he prouuced frOlIl anid renl eB tnte; alld 
lJLr.hl'llt lLul.Ltlltioll of th" foregoillg, nlly nlld nIl rights, I."ellts, revellues, 
h"IIl'ftt!1, Ie,,,,,',,, cOlltrllet .. , nCcollllt .. , r,cllernl intallgibles, mOlley, illstrlllllellts, 
documents, tellements, hereditaments, alld allpurtellances now or hereafter owned by 
Borrowers and appertaining to, generated from, arising out of or belonging to 
the above-described properties or any part thereof (all of the foregoing being 
referred to collectively as the "Secured Property"). 

To have and to hold the Secured Property unto Trus tee. his successors in 
this trust and his assigns, forever, and Borrowers do hereby bind Borrowers, 
their respective heirs, legal representatives, successors snd assigns, to 
warrant and forever defend the Secured Property unto Trustee, his successors and 
assigns, forever, against ~le claim or claims of all persons whomsoever claiming 
or to claim the aalJle, or any part thereof. 

This conveyance is made in trust, hO\;ever, to secure and enforce the 
payment of a promissory note ("the Note") of even date herewith, executed by 
Borrower and payable to the order of Lender in the original principal amount of 
$2,200,000.00 bearing interest at the rate therein stated, with final maturity 
being ten years after the date of disbursement. The Note provides in effect, 
that if certain" defaults occur, the unpaid principal thereof and all accrued 
unpaid interest may be declared due and payable, at the holder's option, prior 
to the stated rr:att:rity thereof and providing further for the pBY11;cnt of attor­
ney,,' fees and otller expenses of collection under certain circumstances, and to 
secure the performance of all covellauts and agreements of llorrowers herein. 

1" i\l rrwrFIl j'{ !\[c.O!in~ 
,~LI ' • 11,." 

"Jravis CUUl1ty, 'C-'~" 
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Loan No. 9037603 

DEED OF TRUST, ASSIGtlHEIiT dLt ~D~~~<>4ND SECURITY 
"'u 77J5 ,. 

TIlE STATE 0 l' TEXAS 
KNO\< ALL [·IEN 

COUNTY OF TRAVIS 

GREEN TREE LTD., a California Limited Partnership and Gregory R. Cox 
(collectively, "Borrower"), for and in consideration of the Indebtedness 
described in this Deed of Trust, Assignment of Rents and Security Agreement 
("Deed of Trust"), grants, bargains, sells and conveys, in trust, unto DALE E. 
HAWLEY, of 625 Broadway, Suite 735, San Diego County, California, 92101, as 
trustee and all substitute trustees, all such trustees being collectively 
referred to as ("Trustee"), and unto his or their successors and assigns, 
forever, for the benefit of Beneficiary, nOME FEDI!:RAL SAVINGS AND LOAN ASSO­
CIATION, a federally chartered stock savings and loan association ("Lender"), 
having its home office at 625 lJroadway, San Diego, California, 92101, the 
property si tua ted in the County of TRAVIS, STATE OF TEXAS, all as described in 
the nttnched Exhibit 1 incorporated into this Deed of Trust as though fully set 
forth. The property described in Exhibit 1 cOllsists of a leasehold interest 
("the Groulldlease") held by Green Tree Ltd. alld a reversionary fee simple 
interest held by Gregory R. Cox. 

TOGETIIER IHTn all rights, titles, interests, estates, reversions and remainders 
owned and to be owned by Borrowers in and to the above described· premises and in 
and to the properties covered hereby and all lands owned or to be owned by 
Borrowers next or adjacent to any land herein described or herein mentioned; all 
buildings and improvements now or hereafter located on the lands herein 
described or mentioned; all rights, titles and interests now owned or hereafter 
acquired by Borrowers in and to all easements, streets and rights-of-way of 
every kind and nature adjoining the said lands and all public or private utility 
connections thereto and all appurtenances, servitudes, rights, ways, privileges 
and prescriptions thereunto; all goods, equipment, fixtures, inventory, 
machinery, furniture, furnishings and other personal property that is owned or 
hereafter acquired by Borrowers and now or hereafter affixed to, or located on, 
the above described real estate and used or usable for any present or future 
operation of any ·building or buildings now or hereafter affixed to, or located 
on, the above described real estate and used or usable for any present or future 
operation of any building or buildings now or hereafter located on said lands, 
including without limitation, all rights, titles and interests of Borrowers in 
and to any such personal property that may be subject to any title retention or 
security agreement superior in lien or security interest to the lien or security 
illterest of this Deed of Trust; all rights, titles and interests of Borrowers in 
nlld to nIl till,her to be cut from the renl eatate covered hereby and all minerals 
ill, 111\(\01', 1111.\ "POll, prodllced nll.l to he prouuced froll' anid renl eBtnte; nlld 
lJLr.hl'llt lLul.Ltlltioll of th" foregoill!;, nlly nlld nIl rights, I."ellts, revellues, 
h"IIl'ftt!1, Ie,,,,,',,, cOlltrllet .. , nCcollllt .. , r,cllernl intallgibles, mOlley, illstrlllllellts, 
documents, tellements, hereditaments, nlld allpurtellances now or hereafter owned by 
Borrowers and appertaining to, generated from, arising out of or belonging to 
the above-described properties or any part thereof (all of the foregoing being 
referred to collectively as the "Secured Property"). 

To have and to hold the Secured Property unto Trus tee. his successors in 
this trust and his assigns, forever, and Borrowers do hereby bind Borrowers, 
their respective heirs, legal representatives, successors snd assigns, to 
warrant and forever defend the Secured Property unto Trustee, his successors and 
assigns, forever, against ~le claim or claims of all persons whomsoever claiming 
or to claim the aalJle, or any part thereof. 

This conveyance is mode in trust, hO\;ever, to secure and enforce the 
payment of a promissory note ("the Note") of even date herewith, executed by 
Borrower and payable to the order of Lender in the original principal amount of 
$2,200,000.00 bearing interest at the rate therein stated, with final maturity 
being ten years after the date of disbursement. The Note provides in effect, 
that if certain. defaults occur, the unpaid principal thereof and all accrued 
unpaid interest may be declared due and payable, at the holder's option, prior 
to the stated rr:nturity thereof and providing further for the pSY11;cnt of attor­
ney,,' fees and otller expenses of collection under certain circumstances, and to 
secure the performance of all covellants and agreements of llorrowers herein. 

1" i\l rrwrFIl j'{ !\[c.O!in~ 
,~LI ' • 11,." 

·lr~vi5 CUUl1ty, 'C-'~. 
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This Deed of Trust shall secure, in addition to the Note, all funds 
hereafter advanced by Lender to or for the benefit of Borrower, as contemplated 
by Ilny covenant or provision herein contained or for allY other purpose, 
contemplated hereby. All of the foregoing, including all amounts payable at: the 
above stated address of Lender or at such other place as Lender may hereafter 
direct in writing; and, unless otherwise provided in the ins trument evidencing 
the Indebtedness, shall bear interest at the same rate per annum as the Note 
bears, from date of accrual of the Indebtedness until paid. In addition, any 
and all attorneys' fees and expenses of collection payable under the terms of 
the Note shall be and constitute a part of the Indebtedness. This Ueed of Trust 
shall also secure all renewals, rearrangements and extensions of any of the 
Indebtedness. 

This Ueed of Trust secures, in addition to the foregoing, all obligations 
of either Borrower under the Groundlease as \,ell as any tenant lease affecting 
the Secured Property. 

In order to better secure paynlent of the Indebtedness, and to secure 
performlluce of !lorrowers' covenants and agreements set forth herein, Borrower 
tlgreeo with Lender (Iud with 'l'ru9tee as follows: 

1. PAYHElITS OF TilE INDE!l1'EDNESS. Borrower shall pay all of the Indebtedness, 
together with the interest and other appurtenant charges thereon, when the same 
shall become due, in accordance with the terms of the Note and all other instru­
ments evidencing the Indebtedness or evidencing any renewals, rearrangements or 
extensions of the same, or any part thereof. 

2. VALID TITLE AND BORROWER'S LEGAL EXISTENCE. Gregory R. Cox represents and 
warrants that it has in its own right, good and indefeasible title in fee simple 
to the above described land subJ ect only to the Groundlease, tenant leases and 
other items previously approved by Lender. Both Gregory R. Cox and Green Tree 
Ltd. represent and warrant that Green Tree Ltd. owns a valid and subsisting 
interest as lessee under the Groundlease, that the Groundlease is in full force 
and effect, there are no defaults thereunder and no event has occurred lihich, 
with the passage of time and/or after notice will result in such a default, that 
the Groundlease is subject to no liens or encumbrances of any kind and is prior 
to all liens on the fee interest except those as prev~ously approved by Lender. 
Green Tree Ltd. will perform or cause to be performed all of the covenants and 
conditions required to be performed by it under the Groundlease, will do all 
things necessary to preserve its unimpaired rights thereunder, and will not 
enter into any agreement modifying or amending the Groundlease or releas ing 
lessor thereunder from any obligations imposed upon it thereby. If Green Tree 
Ltd. receives a notice of default under the Groundlease it shall immediately 
cause a copy of the notice to be sent by certified United States mail to Lender. 
If Borrower fnils to perform auy such covenants under either the Grouudlease or 
Ilu)" "tll/H' lense affecti.ug the Secured Property, Lentler will have the right, at 
its uptiull, to perform such COV(>lUllltS 011 behalf of Borrower or to declare, with 
or without notice. all sums secured by this Deed of Trust to be immediately due 
and avail itself of any and all remedles provided in the Note or, in this Deed 
of Trust in the event of default. If Lender exercises its· option to perform 
such covenant on behalf of Borrower, Lender will be entitled to recover from 
Borrower ilIUllediately upon demand any expenses incurred or amounts advanced in 
performing such covenant(s), together with interest at the highest lawful rate 
per annum now permitted by written contract under applicable law from the date 
such expense is incurred or advance is made. If Borrower fails to repay Lender 
any such expense or advance with such iuterest, Lender may, at its option, with 
or without notice, declare all sums secured by this Deed of Trust to be 
immediately due and avail. itself nf Rny "nd all :::cme<1ies pro-vide'; in the Ho!:e or 
cilis Deed of Trust. Borrower represents that the Secured Property is free from 
encumbrances superior to the liens and security interests hereby created, except 
those previously approved by Lender and that Borrower has full right and 
authority to make this conveyance. Borrower agrees to maintain and preserve its 
legal existence and 0111 related rights, franchises and privileges. Borrower 
shall at all times comply with and perform all obligations under any applicable 
laws, statutes, regulations or ordinances relating to the Secured Property and 
Borrower's use and operation thereof. 

3. Borrower ollall keep all buildings and other property covered by 
this insured against: fire ;lUll lightning wi tit extended coverage and 
against such other rInks as Lender !nay require, all In amounts approved by 
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This Dc.ed of Trust shall secure, ill addition 1:0 the Hate, all funds 
hereafter advanced by Lende.r to or for the benefit of Harrower, as contemplated 
by any covenant or provision herein contained or for ally other purpose. 
contemplated hereby. All of the foregoing, including all amounts payable at: the 
above stated address of Lender or at such other place as Lender may herea.fter 
direct in writing; and. unless otherwise provided in the ins trument evidencing 
the Indebtedness. shall bear interest at the same rate per annum as the Note. 
bears. from date of accrual of the Indebtedness until paid. In addltlon, any 
and all attorneys' fees and expenses of collection payable under the terms of 
the Note shall be and constitute a part of the Indebtedness. This Deed of Trust 
shall also secure all renewals, rearrangements and ex.tensions of auy of the 
Indebtedness. 

This lJeed of Trust secures, in addition to the foregoing, all obligations 
of either Ilorrower uuder the Groundlease as ,,,ell llS any tenant lease affecting 
the Secured Property. 

In order to better secure payment of the Indebtedness. and to secure 
performance of Horrowers' covenauts and agreements set forth herein. llorrower 
llgreeo with Le"der J.llld with Trustee os follows: 

1. PAnlEllTS OF TIlE lNDEllTEDNESS. llorrower shall pay all of the Indebtedne!!s, 
together with the interest and other appurtenant charges thereon. when the same 
shall become due, in accordance with the terms of the Note and all othet: instru­
ments eVidencing tIle Indebtedness at: evidencing any renewals. rearrangements or 
ex.tensions of the same, or any part thereof. 

2.. VALID TITLE AND nORROHER'S LEGAL EXISTENCE. Gregory R. Cox represents nnd 
warrants that it lias in it!! own right. good and indefeasible title in fee simple 
to the above described land subject only to the Groundlease. tenant leases and 
other items previously approved by Lender. Both Gregory R. COl{ and Green Tree 
Ltd. represent and warrant that Green Tree Ltd. owns a valid and subsisting 
il1terest as lellsee under the Groundlease. that the Groundlease is in full force 
and effect. there are no defaults thereunder and no event has occurred lillich, 
with the passage of time and/or nfter notice will result in such a default. that 
the Groundlesse is subject to no liens or encumbrances of any kind and is prior 
to all liens on the fee interest except those ae previously approved by Lender. 
Green 'free Ltd. will perform or cause to be performed all of the covenants and 
conditions required to be performed by it under the Groundlease. will do all 
things necessary to preserve its unimpaired rights thereunder, and will not 
enter into sny agreement modifying or amending the Groundlesse or releasing 
lessor thereunder from any obligations imposed upon it thereby. If Green Tree 
Ltd. receives a notice of default under the Groundlease it shall immediately 
cause a copy of the notice to be sent by certified United States mail to Lender. 
If lJorrower fnile to perfOl'UI nny such cov{'lInnts under either the Groulldlease or 
/lll}' !'tlwr lease affcctlnr: the Secured l'r!'l'crtr. Lemler will have the right. at 
its optIon, to perrot'1I1 ",uclt cOVC'IlUlIts on behalf of llorrower or to declare. with 
or without notice, all sums secured by this Deed of Trust to be inunediately due 
and avail itself of any and all remedies provided in the Note or. in this Deed 
of Trust in the event of default. If Lender eKercises its' option to perform 
such covenant on behalf of Borrower. Lender will be entitled to recover from 
Borrower illlJllediately upon demand any expenses incurred or amounts advanced in 
performing such covenant(s). together with interest at the highest lawful rate 
per annum now permitted by written contract under applicable law from the date 
such expense is incurred or advance is made. If Dorrower fails to repay Lender 
any such expense or advance with such interest. Lender may, at its option. with 
or without notice, declare all sums secured by this Deed of Trust to be 
imnediatelydue and avail. itFleJf nf :'\ny :'!.!'A all ~c",e:.!.ie5 I-i:o"iueu in the liote or 
this Deed of Trust. norrower represents that the Secured Property is free from 
encumbrances superior to the liens and security interests hereby created. except 
those previously approved by Lender and that Borrower has full right and 
authority to make thia conveyance. Dorrower agrees to maintain and preserve its 
legal existence and :111 related rights. franchises and pt:ivileges. Borrower 
shall at all times conlply wi'th and perform all obligations under any applicable 
laws, statutes, regulations or ordinances relat ing to the Secured PrOpClrty and 
Borro..:er'g use and operation thereof. 

3. Horrower elmll keep all buildings :wd other pcop"rty covered uy 
this t insured ar,ainst [ire ;\\1(1 lightning with ext:euued cDverage and 
;lgaiust FlUClt other rinks ::IS Lender U\uy require, all 11\ ::IIl1ounts ~l'l'rove,1 by 

LCU4:1UZ1:7/18/85 09315 
--) 

0650 

.' 
Deed'of Trust - Texas 
Page Z of 11. 

Loan too. 90:>1603 

This Deed of Trust shall secure. ill auuition t:o the Note. all funds 
hereafter advanceu by Lender to or for the benefit of llorrower. as contemplateu 
by any covenant or provision herein contained or for any other purpose. 
contemplated hereby. All of the foregoing. including all amounts payable at the 
above stated address of Lender or at such other place as Lender may hereafter 
direc t in wri ting; and. unless otherwise provided in the ins trument evidencing 
the Indebtedness. shall bear interest at the same rate per annum as the Note 
bears. from date of accrual of the Inuebtedness until paid. In addition. any 
and all attorneys' fees and expenses of collection payable under the terms of 
the Note shall be and constitute a part of the Indebtedness. This Deed of Trust 
shall also secure all renewals. rearrangelllents and eKtensions of any of the 
Indebtedness. 

This Deed of Trust secures. in addition to the foregoing. all obligat:ions 
of either Borrower under the Groundlease as ,.ell as any tenant lease affect.ing 
the Secured Property. 

In order to better secure paynlent of the Indebtedness. and to secure 
performance of Borrowers' covenants and agreements set forth herein. llorrower 
L1f:reeo with Lender llnd with 'frust"" os follows: 

1. rAYHEIlTS OP TilE INDEllTEDNESS. llorrower shall pay all of the IndebtedneRs. 
together with the interest and otller appurtenant charges thereon. when the same 
shall become due. in accordance with the terms of the Note and all other instru­
ments evidencing tIle Indebtedness or evidencing any renewals. rearrangements or 
eKtensions of the same. or any part thereof. 

Z. VALID TITLE AND BORROHER' S LEGAL EXISTEtlCE. Gregory R. Cox represents and 
warrants that it has in itR own right. goo'd and indefeasible title in fee simple 
to the above describeu land subject only to the Groundlease. tenant leases and 
other items previously approved by Lender. Both Gregory R. Cox and Green Tree 
Ltd. represent and warrant that Green Tree Ltd. owns a valid and subsisting 
interest as lessee under the Grounulease. that the Groundlease is in full force 
and effect. there are no defaults thereunder and no event has occurred "ltich. 
with the passage of time and/or after notice will result in such a default. that 
the Groundlease is subject to no liens or encumbrances of any kind and is prior 
to all liens on the fee interest except those as previously approveu by Lender. 
Green 'free Ltu. will perform or cause to be performed all of the covenants and 
conditions required to ue performed by it under the Groundlease. will do all 
things necessary to preserve its unimpaired rights thereunder. and will not 
enter into any agreement modifying or amending the Groundlease or releasing 
lessor thereunder from any obligations imposed upon it thereby. If Green Tree 
Ltd. receives a notice of default under the Groundlease it shall immediately 
cause a copy of the notice to be sent by certified United States mail to Lender. 
If norro",er fnila to p"r[onn nllY such covp,wnts under either the Groulldlease or 
1111)" otl",l' le,ls" 1I{["ctlll!: the Secured Property. LelldeL- will have tile right. at 
its optioll. to perform fluch COVl'IIl\lItfl on behalf of llorrower or to declare. with 
or without notice. all SUIIIS secured by this Deed of Trust to be inunediately due 
and avail itself of any and all remed5.es provided in the Note or. in this Deed 
of Trust in the event of default. If Lender exercises its' option to perform 
such covenant on behalf of Borrower. Lender will be entitled to recover from 
1J0rrower immediately upon demand any expenses incurred or amounts advanced in 
performing such covenant(s). together with interest at the hi~hest lawful rate 
per annum 1I0W permitted by written contract under applicable law from the date 
such expense is incurred or advance is made. If Borrower fails to repay Lender 
any such expense or advance with such interest. Lender may. at its option. with 
or without notice. declare all sums secured by this Deed of Trust to be 
immediately due and avail. itFlel f nf ~!1y 2nd all =cmc:!::'es pieo',l<1e"; 1n Lile iioee or 
thig Deed of Trust. Ilorrower represents that the Secured Property is free from 
encumbrances superior to tIle liens and gecurity interests hereby created. except 
those previously approved by Lender and that Ilorrower has full right and 
authority to make this conveyance. 1J0rrower agrees to maintain and preserve its 
legal existence and all relateu rights. frallchises and privileges. Ilorrower 
shall at all ~imes comply wi~h and perform all obligations under any applicable 
laws. statutes. regulations or ordinances relating to the Secured Property and 
Borro,""er's use and operation tlH!reof. 

J. INSURANCE. Borro· .. er ohall I",ep all buildings and other property covereu uy 
this Ueed of Trust insureu ,'r,ainst fire ,~1Il1 li~lltning with ex~eurled coverage and 
agaillst such ot:her r l"ks as Lellucr u"'y re'luire. all 111 amounts ~l'prove(1 by 
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Lender not less than 100i. of full replacement value. such insurance to be 
written in form and with companies npproved by Lender. with loss made payable to 
Lender pursuant to the Texas standard mortgagee clause. without contribut.ion. 
and shall deliver the policies of insurance to Lender promptly as issued. Such 
policies shall provIde. by way of riders. endorsements or otherwise that the 
Insurance provided thereby shall not be terminated. reduced or otherwise limited 
regardless of any breach of the representations and agreements set forth therein 
and that no such policy shall be cancelled. endorsed or amended to any extent 
unless the issuer thereof shall have firs t given Lender at least 30 days' prior 
written notice. In case Borrower fails to furnish Buch policies. Lender at its 
option may procure such insurance at Borrowers' expense. All renewal and 
substitute policies of insurance shall be delivered to the office of Lender. 
pre[llinnts paid. at least ten (10) days before termination of the insurance 
protection replaced by such renewal or substituted policIes. In case of 10SB. 
Lender. at Its optioll. shall be elltitle,I to receive alld retaIn the proceed!'! of 
the 11l911rnllce pollelefl. npply lnr, the Bailie townrd paYlllen!: of tItt! lll<lt!uterln""fl afl 
Lender SIIIlll !lee flt. Ot" at Lt!nrler'!l option. Lelldel: lIIay pay the '''''lie over wllOlly 
or in pllrt to Borrower [or the repnir of improvelllCllts or for the erection of new 
tmpr(lv."mt:!fltf1 itt tlu-lr' pillCC, or for ilH)' oti,,!r pnrpono ont.lofnctory to Lender, 
hilt Le'hlel" .. hn II lint he oblIgated to Ace to the proper application of allY amount 
paid over to Harrower. If Lender elects to allow payment of all or part of such 
proceeds to Borrower. such payments shall be disbursed on such terms and subject 
to such conditions as Lender may specify. Borrower agrees that regardless of 
whether any insurance proceeds payable to it are sufficient to pay the costs of' 
repair and restoration of the Secured Property. Borrower shall promptly commence 
and carry out the repair. replacement. restoration and rebuilding of any and all 
of the Secured Property damaged or destroyed by fire or other casualty so as to 
return same. to the extent practicable, to its condition immediately prior to 
such damage to or destruction thereof. Borrower shall not permit or carryon 
any activity within or relating to the Secured Property that is prohibited by 
the terms of any insurance policy covering any part of the Secured Property. In 
the event of a foreclosure of this Deed of Trust. tl~ purchaser of the Secured 
Property shall succeed to all the rights of Borrower. including any right to 
unearned premiums, in and to all policies of insurance assigned and delivered to 
Lender pursuant to the provisions of this Deed of Trust. Regardless of the 
types or amounts of insurance required and approved by Lender. Borrower shall 
assign and deliver to Lender all policies of insurance that insure against any 
loss or damage to the Secured Property. as Collateral and further security for 
the payment of the lndebtedness. Borrower shall also obtain and maintain in 
force and effect such liability and other insurance policies and protection as 
Lender may from time to time specify. 

4. TlL'CES AND ASSESSHENTS. Borrower shall pay all taxes and assessments 
.1gnin8 t the Secured I'rope rty. including. uithout limitllt ion. all taxes in lieu 
<' ( 1HI vnlar"m tlll<Nl. ns tIte !flInt.:! become ulle aud paynhle. In the event of 'the 
l"If""'~" 11ft .... dnt,· o[ tlllA Deed of Tru!'lt of Cllly law by the St.1te of Texas 
deduct.tnS from the mortgaged property for the purposes of taxation any lien 
thereon, or changing in any way the laws now in force for the taxation of 
mortgages. deeds of trust, or Indebtedness secured thereby. for State or local 
purposes. or the manner of the operation of any such taxes so as to affect the 
interest of Lender, then and in such event. Borrower shall bear and pay the full 
amount of such taxes. If Borrower fails to pay any such taxes and assessments. 
including. without limitation, taxes in lieu of ad valorem taxes and taxes 
against this Deed of Trust or the Indebtedness secured hereby. Lender may pay 
the same, together with all costs and penalties thereon, at Borrower's expense: 
however. if for any reason payment by Borrower of any such new or additional 
taxes would be unlawful or constitute usury or render the Indebtedness wholly or 
partially usurious under any of ttle terms or provisions of the Note or this Deed 
of Trust. or otherwise. Lender may. at its option, declare the Indebtedness with 
all accrued interest thereon to be immediately due and payable. or Lender may. 
at its option, pay the amount or portion of such taxes as renders the Indebted­
ness unlawful or usurious. in which event Borrower shall concurrently therewith 
pay' the remaining lawful and nonusurious portion or balance of said taxes. 
Notwithstanding the provisions of this Paragraph 4. Borrower may. in good faith 
contest the validity or amount of any tax or assessment provided it gives Lender 
notice of such contest and posts adequate surety as required by law. 

5. COiIOE~lNATlm!. All judgments. decrees and awards or payment for inj ury or 
damage to the Secured Property. and all awards pursuant to proceedings for 
condemnation thereof. including interest thereon. are hereby assigned in their 
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Lender nat less than 1007. of full replacement value. such insurance to be 
written in farm and with companies approved by Lender. with lass made payable to 
Lender pursuant to the Texas standard mortgagee clause. without contribution. 
and shall deliver the policies of insurance to Lender promptly as issued. Such 
policies shall provIde. by way of riders. endorsements or otherwise that the 
Insurance provided thereby shall nat be terminated. reduced or otherwise limited 
regardless of any breach of the representations and agreements set forth therein 
and that no such policy shall be cancelled. endorsed or amended to any extent 
unless the issuer thereof shall have first given Lender at least 30 days' prior 
written notice. In case Borrower fails to furnish such policies. Lender at its 
op t ian may procure such insurance a t Borrowers' expense. All renewal and 
substitute policies of insurance shall be delivered to the office of Lender. 
pretllillntS paiel. Ilt least tell (10) days before termination of the insurance 
protection replaced by auch rellewal or substituted policIes. In case of lass, 
Lender. at Its option, ahall be elltitled to receive alld retaIn the I'roc""e1" of 
the In"lIranc" poll,cleA. nl'plyln1: the ""III" town rei paymellt o[ tile lllllebte,llle"A aA 
Lellder ahall oee [It. 0" at Lellder'o option. Leud"r ,nay pl1y the Bailie over wllOlly 
or in I'lIrt to Borrower ror the repnir of illlprovements or for the erection of new 
IlIIprllV('"H!lll:~ ill tll('l,~ plllCC .. pr fur nlly otllcr PIlr.pOr.C nntlufactury to Lelll.ler, 
hilt Le",le.· !lhll Ll "lit be "bllgHteel tu ~ee to the proper appllclItion of allY allloullt 
paid aver to Borrower. If Lender elects to allow paymetlt of Illl or part of such 
proceeds to Borrower. such payments shall be disbursed an such terms and subject 
to such conditions as Lender may specify. Borrower agrees that regardless of 
whether any insurance proceeds payable to it are sufficient to pay the casts of 
repair and restoration of the Secured Property. Borrower shall promptly commence 
and carry aut the repair. replacement. restoration and rebuilding of any and all 
of the Secured Property damaged or destroyed by fire or ather casualty so as to 
return same, to the extent practicable. to its condition immediately prior to 
such damage to or des truc t ian thereof. Borrower shall no t permit or carryon 
any activity within or relating to the Secured Property that is prohibited by 
the terms of any insurance policy covering any part of the Secured Property. In 
the event of a foreclosure of this Deed of Trust. the purchaser of the Secured 
Property shall succeed to all the rights of Borrower, including any right to 
unearned premiums. in and to all policies of insurance assigned and delivered to 
Lender pursuant to the provisions of this Deed of Trust. Regardless of the 
types or amounts of insurance required and approved by Lender, Borrower shall 
assign and deliver to Lender all policies of insurance that insure against any 
lass or damage to the Secured Property. as Collateral and further security for 
the payment of the Indebtedness. Borrower shall also obtain and maintain in 
farce and effect such liability and ather insurance policies and protection as 
Lender may from time to time specify. 

4. TAXES AND ASSESSHENTS. Borrower shall pay all taxes and assessments 
ngaillst the Secured property. including. ~dthout limitation. all taxes ill lieu 
" [ IIlI vlllon'ln t,,:<l'O'. IlS the ,,"me became e1ne Illlel pnynble. III the event of 'the 
1':1PI"1I~" nft,· .. ,lilt,· or th.L~ Dee,l of Trllst of IIny law by tlte Stnte of Texas 
e1eeluctillg front the lIIortgaged property for the purposes of taxation any lien 
tllereon. or cllanging in any way the laws now in farce for the taxation of 
mortgages. deeds of trust. or Indebtedness secured thereby. for State or local 
purposes. or the manner of the operation of any such taxes so as to affect the 
interest of Lender. then and in such event. Borrower shall bear alld pay the full 
amount of such taxes. If Borrower fails to pay any such taxes and assessments. 
including. without limitation. taxes in lieu of ad valorem taxes and taxes 
against this Deed of Trust or the Indebtedness secured hereby. Lender may pay 
the same. together with all casts and penalties thereon. at Borrower's expense; 
however. if [or any reaeon payment by Borrower of any such new or additional 
taxes would be unlawful or constitute usury or render the Inclebteelness wholly or 
partially usuriolls under any of tile terms or provisions of the Nate or this Deed 
of Trust. or otherwise. Lender may. at its option. declare the Indebtedness wIth 
all accrued interest thereon to be immediately due and payable. or Lender may. 
at its aptian. pay the amount or portion of sucll taxes as renders the Indebted­
ness unlawful or usurious. in which event Borrower shall concurrently therewith 
pay' the remaining lawful and nonusurious portion or balance of said taxes. 
Notwithstanding the provisions of this Paragraph 4. Borrower may. in good faith 
contest the validity or amount of any tax or assessment provided it gives Lender 
notice of such contest and posts adequate surety as required by law. 

5. CONDE~NATIO~. All judgments. decrees and awards or payment for injury or 
damage to the Secured Property. and all awards pursuant to proceedings for 
condemnatiDn thereof. including interest thereon. are hereby assigned in their 
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Lender not less than 1007. of full replacement value. such insurance to be 
written in form and with companies approved by Lender. with loss made payable to 
Lender pursuant to the Texas standard mortgagee clause. without contribution. 
and shall deliver the policies of insurance to Lender promptly as issued. Such 
policies shall provIde. by way of riders. endorsements or otherwise that the 
Insurance provided thereby shall not be terminated. reduced or otherwise limited 
regardless of any breach of the representations and agreements set forth therein 
and that no such policy shall be cancelled. endorsed or amended to any extent 
unless the issuer thereof shall have first given Lender at least 30 days' prior 
written notice. In case Borrower fails to furnish such policies. Lender at its 
op t ion may procure such insurance a t Borrowers' expense. All renewal and 
substitute policies of insurance shall be delivered to the office of Lender. 
pre(llillms paiel. Ilt least tell (10) days before termination of the insurance 
protection replaced by stich rellewal or substituted policIes. In case of loss, 
Lender. at Its option, shall be elltitled to receive alld retaIn the proceeel" of 
the In"lIrance poll,cleA. nl'plyln1: the ""Ille town rei paymellt o[ tile llllleLte,llle"A aA 
Lelleler shnll "ee [It. 0" at Lellder'" option. Leuder Inay plly the Bailie over wllOlly 
or in I'lIrt to Borrower ror the repnir of illlprovelllents or for the erection of new 
IlIIprllV('"H!lll:~ ill tll('l,~ plllCC, pr for nlly otllcr PIlr.pOr.C nntlnfactory to LeliJer, 
hilt Le",le.· !lhll Ll "lit \>e ob.! 19ateel tu ~ee to the proper appllclItion of allY aruoullt 
paid over to Borrower. If Lender elects to allow payme(lt of Illl or part of such 
proceeds to Borrower. such payments shall be disbursed on such terms and subject 
to such conditions as Lender may specify. Borrower agrees that regardless of 
whether any insurance proceeds payable to it are sufficient to pay the costs of 
repair and restoration of the Secured Property. Borrower shall promptly commence 
and carry out the repair. replacement. restoration and rebuilding of any and all 
of the Secured Property damaged or destroyed by fire or other casualty so as to 
return same, to the extent practicable. to its condition immediately prior to 
such damage to or des truc t ion thereof. Borrower shall no t permit or carryon 
any activity within or relating to the Secured Property that is prohibited by 
the terms of any insurance policy covering any part of the Secured Property. In 
the event of a foreclosure of this Deed of Trust. the purchaser of the Secured 
Property shall succeed to all the rights of Borrower, including any right to 
unearned premiums. in and to all policies of insurance assigned and delivered to 
Lender pursuant to the provisions of this Deed of Trust. Regardless of the 
types or amounts of insurance required and approved by Lender, Borrower shall 
assign and deliver to Lender all policies of insurance that insure against any 
loss or damage to the Secured Property. as Collateral and further security for 
the payment of the Indebtedness. Borrower shall also obtain and maintain in 
force and effect such liability and other insurance policies and protection as 
Lender may from time to time specify. 

4. TAXES AND ASSESSHENTS. Borrower shall pay all taxes and assessments 
ngaillst the Secured property. including. ~dthout limitation. all taxes ill lieu 
" [ IIlI vlllon'ln t,,:<l'O'. IlS the ,,"me become e1ne Ilnel pnynble. III the event of 'the 
1':1PI"1I~" nft,· .. ,lilt,· or th.L~ Dee,l of Trllst of IIny law by til!! Stnte of Texas 
e1eeluctillg from ti,e lIIortgaged property for the purposes of taxation any lien 
tllereon. or cllanging in any way the laws now in force for the taxation of 
mortgages. deeds of trust. or Indebtedness secured thereby. for State or local 
purposes. or the manner of the operation of any such taxes so as to affect the 
interest of Lender. then and in such event. Borrower shall bear alld pay the full 
amount of such taxes. If Borrower fails to pay any such taxes and assessments. 
including. wi thout limi ta tion. taxes in lieu of ad va lorem taxes and taxes 
against this Deed of Trust or the Indebtedness secured hereby. Lender may pay 
the same. together with all costs and penalties thereon. at Borrower's expense; 
however. if [or any reason payment by Borrower of any such new or additional 
taxes would be unlawful or constitute usury or render the Inclebteelness wholly or 
partially usuriolls under any of tile terms or provisions of the Note or this Deed 
of Trust. or otherwise. Lender may. at its option. declare the Indebtedness wIth 
all accrued interest thereon to be immediately due and payable. or Lender may. 
at its option. pay the amount or portion of sucll taxes as renders the Indebted­
ness unlawful or usurious. in which event Borrower shall concurr~ntly therewith 
pay' the remaining lawful and nonusurious portion or balance of said taxes. 
Notwithstanding the provisions of this Paragraph 4. Borrower may. in good faith 
contest the validity or amount of any tax or assessment provided it gives L~nder 
notice of such cont~st and posts ndequate surety as required by law. 

5. COilDn~NATIO~!. All judgments. d~cr~es and awards or payment for injury or 
damage to the Secured Property. and all awards pursuant to proceedings for 
condemnation thereof. including interest thereon. are hereby assigned in their 
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entirety to Lender, who shall apply the same first to reimbursement ~f all costs 
and expenses incurred by Lender in connection with such condemnation proceeding 
and the balance to the Indebtedness in such manner as Lender may elect; and 
Lender is hereby authorized, in the name of Borrower, to execute and deliver 
valid acquittances for, and to appeal from, any such award, judgment or decree. 
If Lender elects·to ollow a portion of the proceeds of any condemnation proceed­
ing to be paid to Borrower to be used in rebuilding, restoration or repair of 
the Secured Property, then the disbursement of such proceeds shall be on such 
terms and subject to such conditions as Lender may specify. !Jorrower shall 
promptly notify Lender of the institution or threatened institution of any 
proceeding for the condemnation of any of the Secured Property. Lender shall 
have the right to participate in any such condemnation proceeding. 

6. DEFENSE OF TITLE. If while this trus t is in force the title of Borrower to 
the Secured Property, or any part thereof, shall be endangered or shall be 
attacked directly or indirectly, Borrower hereby authorizes Lemler, at 
Borrower's expense, to take all necessary and proper steps for the defense of 
said title, including the employment of counsel, the prosecution or defense of 
litigation, and the compromise or discharge of claims made against said title. 

7. LUSTS AND EXrENSI~S. Ail costs and expenses incun;ed in performing and 
complying with the provisions of this Deed of Trust shall be promptly paid by 
Borrower. If Lender pays out any money chargeable to Borrower, or subject to 
reimbursement by Borrower under the terms of this Deed of Trust, Borrower shall 
repay the same to Lender iounediately at the place where the Note or other 
Indebtedness secured by this Deed of Trust is payable, together with interest 
thereon at the lesser of (i) the then effective rate of interest under the Note 
or (ii) the maximum lawful rate of interest permitted by applicable law to be 
charged to and paid by Borrower from and after the date of Lender's making such 
payment. The sum of each such payment (together with interest) shall be added 
to the Indebtedness hereby secured and thereafter shall form a part of the same: 
and it shall be secured by this Deed of Trus t and by subrogation to all the 
rights of the person, corporation, or body politic receiving such payment. 

8. HAINTENANCE. !Jorrower shall keep every part of the Secured Property in 
firatclass condition and representing a first-class appearance, make promptly 
all repairs, renewals and replacements lIecessary to such end, prevent waste to 
any part of the Secured Property, and do promptly all else necessary to such 
end; and Borrower shall discharge all claims for labor performed and material 
furnished therefor, alld shall not suffer any lien of Dlechanics or materialmen 
therefor to attach t() any part of the Secured Property. lIot.;ever, Borrower may 
in good faith contest the validity of any mechanics' or materialmell's lien if it 
posts adequate security for such contest. Ilorrower shall guard every part of 
the Secured Property from removal, destruction and damage, alld shall not do or 
Huff"r to b" dOlle flny flct whereby the value of any part of the Secured Property 
Ilia)' he l1'I1!'11'II",I. No huildillg nr (1tlmr property 1101.' or hereafter covered by the 
11,,11 or tll.ls D,,"d of Trnst shllil be reulOved, demoiished or materially 1I1tered or 
enlarged, nor shall allY lIew building be constructed, without the prior written 
consent of Lender. Lender and its agents or representatives shall have access 
to the Secured Property at, all reasonable times in order to inspect same and 
verify Ilorrower' s compliance with its obligations under this Deed of 'rrust. 
Borrower shall not, without prior written approval of Lender (which will not be 
unreasonably withheld), grant, conveyor otherwise create or permit to be 
created, any type mortgage, line, security interest .or other encumbrance on any 
of the Secured Property, regardless whether same shall be inferior and subordi­
nate to the liens and security interests of Lender in and to the Secured 
Property. 

9. TRAI1SFEtt OF TilE Pll0rF.RTY; ASSm:PTION. Lemler may declnrl< ,ill Ll'1< sums 
secured by this Deed of Trust to be immediately due and payable if allY portion 
of the Secured Property or any interest in the Secured Property is sold or 
transferred voluntarily or involuntarily before obtaining Lender's written 
approval. ' For the purposes of this provision a transfer includes, (a) if the 
Borrower includes a partnership, the termination of general partner's interest 
or the assignment or transfer in the aggregate of more than 50 percent of a 
gellerlll partner's interest, (b) if the Borrower i.ncludes a corporation, the 
transfer, ill the aggregate of Inure than 110 percent of the corporate stock and 
(c) if the Borrower includes a trIJst, a trlll1sfer, in the aggregate, of more than 
1,0 percent of the beneficial interest ill the trust. 
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entirety to Lender, who shall apply the same fIrst to reimbursement of all costs 
and expenses incurred by Lender In connection with such condemnation proceeding 
and the balance to the Indebtedness in such manner as Lender may elect; and 
Lender is hereby authorized, in the name of Borrower, to execute and dellver 
valid acquittances for, and to appeal from, any such award, judgment or decree. 
If Lender elects-to allow a portion of the proceeds of any condemnation proceed­
ing to be paid to Borrower to be used in rebuilding, restoration or repair of 
the Secu red Property, then the disbu rsemen t of such proceeds shall be on such 
terms and subject to such conditions as Lender may specify. !lorrower shall 
promptly notify Lender of the institution or threatened institution of any 
proceeding for the condemuation of any of the Secured Property. Lender shall 
have the right to participate in any such condemnation proceeding. 

6. DEfENSE OF TITLE. If while this trus t is in force the ti tIe of Borrower to 
the Secured Property, or any part thereof, shall be endangered or shall be 
attacked directly or indirectly, Borrower hereby authorizes Lender, at 
Borrower's expense, to take all necessary and proper steps for the defense of 
said title, including the employment of counsel, the prosecution or defense of 
litigation, and the compromise or discharge of claims made against said title. 

7. CUSTS AND EXI'ENSI'S. All costs find expenses incurred in performing and 
complying with the provIsions of this Deed of Trust shall be promptly paid by 
Borrower. If Lender pays out any money chargeable to Borrower, or subject to 
reimbursement by Borrower under the terms of this Deed of Trust, Borrower shall 
repay the same to Lender immediately at the place where the Note or other 
Indebtedness secured by this Deed of Trust is payable, together with interest 
thereon at the lesser of (i) the then effective rate of interest under the Note 
or (ii) the maximum lawful rate of interest permitted by applicable law to be 
charged to and paid by Borrower from and after the date of Lender's making such 
payment. The sum of each such payment (together with interest) shall be added 
to the Indebtedness hereby secured and thereafter shall form a part of the same; 
and it shall be secured by this Deed of Trust and by subrogation to all the 
rights of the person, corporation, or body politic receiving such payment. 

B. HAINTENANCE. !lorrower shall keep every part of the Secu red Prope rty in 
firstclass condition and representing a first-class appearance, make promptly 
all repairs, renewals and replacements necessary to such end, prevent waste to 
any part of the Secured Property, and do promptly all else necessary to such 
end; and Borrower shall disclillrge all claims for labor performed and material 
furnished therefor, and shall not suffer any lien of mechanics or materialmen 
therefor to attach to any part of the Secured Property. lIowever, Borrower may 
in good faith contest the validity of flny mechanics' or materialmen's lien if it 
posts adequate security for such contest. Borrower shall guard every part of 
the Secured Property from removal, destruction and damage, and shall not do or 
suffer to be done lilly act whereby the value of any part of the Secured Property 
\11:1)' Ill' 1I'[I" .. n<,<I. No huilding or other property nO\J or hereafter covered by the 
lien n[ tiLl" Deed of TUl8t shull be reUloved, del1101ished or materially nltered or 
enlarged, nor shall any new building be constructed, without the prior written 
consent of Lender. Lender and its agents or representatives shall have access 
to the Secured Property at. all reasonable times in order to inspect same and 
verify Borrower's compliance with its obligations under this Deed of Trust. 
Borrower shall not, without prior written approval of Lender (whicll will not be 
unreasonably withheld), grant, conveyor otherwise create or permit to be 
created, any type mortgage, line, security interest or other encumbrance on any 
of the Secured Property, regardless whether same shall be inferior and subordi­
nate to the liens and security interests of Lender in and to the Secured 
Property. 

9. TRlIl1Sl'Ett OF TIlE prOPERTY; ASSlP.-1PTION. Lender may declare ,,11 Lite sums 
secured by this Deed of Trust to be immedIately due and payable if any portion 
of the Secured Property or any interest in the Secured Property is sold or 
trausferred voluntarily or involuntarily before obtaining Lender's written 
approval. . For the purposes of this provision a transfer includes, (a) if the 
Borrower includes a partnership, the termina tion of general partner's interest 
or the assignment or transfer in the aggregate of more than 50 percent of a 
general partner's interest, (b) if the Borrower includes a corporatIon, the 
transfer, ill the aggregate of more than I,D percent of the corporate stock and 
(c) if the Borrower includes a trust, a transfer, in the aggregate. of more than 
1.0 percent of the beneficIal illterest ill the trust. 
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entirety to Lender, who shall apply the same fIrst to reimbursement of all costs 
and expenses incurred by Lender In connection with such condemnation proceeding 
and the balance to the Indebtedness in such manner as Lender may elect; and 
Lender is hereby authorized, in the name of Borrower, to execute and dellver 
valid acquittances for, and to appeal from, any such award, judgment or decree. 
If Lender elects-to allow a portion of the proceeds of any condemnation proceed­
ing to be paid to Borrower to be used in rebuilding, restoration or repair of 
the Secured Property, then the disbursement of such proceeds shall be on such 
terms and subject to such conditions as Lender may specify. llorrower shall 
promptly notify Lender of the institution or threatened institution of any 
proceeding for the condemuation of any of the Secured Proper ty. Lender shall 
have the right to participate in any such condemnation proceeding. 

6. DEfENSE OF TITLE. If while this trus t is in force the ti tIe of Borrower to 
the Secured Proper ty, or any par t thereof, shall be endangered or shall be 
attacked directly or indirectly, Borrower hereby authorizes Lender, at 
Borrower's expense, to take all necessary and proper steps for the defense of 
said title, including the employment of counsel, the prosecution or defense of 
litigation, and the compromise or discharge of claims made against said title. 

7. CUSTS AND EXI'ENSI'S. All costs find expenses incurred in performing and 
complying with the provIsions of this Deed of Trust shall be promptly paid by 
Borrower. If Lender pays out any money chargeable to Borrower, or subj ect to 
reimbursement by Borrower under the terms of this Deed of Trust, Borrower shall 
repay the same to Lender immedia tely a t the place where the Note or other 
Indebtedness secured by this Deed of Trust is payable, together with interest 
thereon at the lesser of (i) the then effective rate of interest under the Note 
or (ii) the maximum lawful rate of interest permitted by applicable law to be 
charged to and paid by Borrower from and after the date of Lender's making such 
payment. The sum of each such payment (together with interest) shall be added 
to the Indebtedness hereby secured and thereafter shall form a part of the same; 
and it shall be secured by this Deed of Trust and by subrogation to nIl the 
rights of the person, corporation, or body politic receiving such payment. 

B. HAINTENANCE. llorrower shall keep every part of the Secured Property in 
firstclass condition and representing a first-class appearance, make promptly 
all repairs, renewals and replacements necessary to such end, prevent waste to 
any part of the Secured Property, and do promptly all else necessary to such 
end; and Borrower shall disclillrge all claims for labor performed and material 
furnished therefor, and shall not suffer any lien of mechanics or materialmen 
therefor to attach to any part of the Secured Property. lIowever, Borrower may 
in good faith contest the validity of flny mechanics' or materialmen's lien if it 
posts adeq ua te secu rity for such contes t. Borrower shall guard every part of 
the Secured Property from removal, destruction and damage, and shall not do or 
suffer to be done lilly act whereby the value of any part of the Secured Property 
\11:1)' Ill' 1I'[I" .. n<,<I. No huilding or other property nO\J or hereafter covered by the 
liell n[ tiLl" Deed of TUl8t shull be reUloved, del1101ished or materially lIltered or 
enlarged, lIor shall any new building be constructed, without the prior written 
consent of Lender. Lender and its agents or representatives shall have access 
to the Secured Property at. all reasonable times in order to inspect same and 
verify Borrower's compliance with its obligations under this Deed of Trust. 
Borrower shall not, without prior written approval of Lender (which will not be 
unreasonably withheld), grant, conveyor otherwise create or permit to be 
created, any type mortgage, line, security interest or other encumbrance on any 
of the Secured Property, regardless whether same shall be inferior and subordi­
nate to the liens and security interests of Lender in and to the Secured 
Property. 

9. TRlIl1Sl'Ett OF TilE prOPERTY; ASSlP.-1PTION. Lender may declare ,,11 Lite sums 
secured by this Deed of Trust to be immedIately due and payable if any portion 
of the Secured Property or any interest in the Secured Property is sold or 
trausferred voluntarily or involuntarily before obtaining Lender's written 
approval. . For the purposes of this provision a transfer includes, (a) if the 
Borrower includes n partnership, the termination of general partner's interest 
or the assignment or transfer in the aggregate of more than 50 percent of a 
general partner's interest, (b) if the Borrower includes a corporatIon, the 
transfer, ill the aggregate of more than I,D percent of the corporate stock and 
(c) if the Borrower includes a trust, a transfer, in the aggregate. of more than 
1.0 percent of the beneficIal interest in the trust. 

LCU4:1U21:7/1B/B5 09315 , 0652 

\. 
) 



Deed of Trust - Texas 
Page 5 of 14 

Loan No. 90)760) 

However, written approval is not requlred for (a) tho creation of a lien or 
encumbrance subordinate to this Deed of Trust which does lIot rolate to a trans­
fer of rights of occupallcy in the Secured Property; (b) the creation of a 
purchase money security interest for household appliances; (c) the transfer of 
title by devise, descent or by operation of law upon the death of a joint 
tenant: (d) the grant of a leasehold for three years or less whlch does not 
contain an option to purchase; (e) a transfer to a relative resulting from the 
dea til of a llorrower; (f) a transfer where the spouse or children of Borrower 
become nn owner of the Secured Property; (g) a transfer resulting from a decree 
of a dissolution of marriage, legal separation agreement, or from an incidental 
property settlement agreement, by which the spouse of Borrower becomes an owner 
of the Secured Property or (h) a transfer into an inter vivos trust in which 
Borrower is and remains a beneficiary and which does not relate to n transfer of 
rights of occupancy in the Secured Property. 

If Lellder exercises thls right to accelerate, 1,ender wlll mail Borrower notice 
of acceleration at Borrower's address accordillg to Lender's records. Such 
notice will provide s period of not less than 30 days from the date the notice 
i9 mniled witllin which norrower mny pay the sum!! declared due. If Borrower 
(11 (10 tu I'''Y .1Udl (t""111 hefore the oKpil'ntion 01 !!lIch period, Leml"r moy without 
further no tic" or demand Oil lJor:row"r, usa lllly remedies permittl!d by pllrllgraph 
13. " 

10. ACCELERATION OF INUEBTEDNESS. If norrower defaults in the prompt payment, 
when due, of the lndebtedness secured hereby, or any part thereof, or fails to 
keep and perform any of the covenants or agreements contained herein or in any 
other document securing payment of the Indebtedness secured hereby, or, if 
Borrower or any person liable for the Indebtedness, or any part thereof, files a 
voluntary petition in bankruptcy or for corporate reorganization, makes an 
assignment for the benefit of any creditor, or is adjudicated a bankrupt or 
insolvent, or if the Secured Property or any property owned by a person liable 
for the Indebtedness is placed under control or in the custody of any court of 
receiver, or if Borrower abandons any of the Secured Property, then, in any such 
event, Lender may after giving Borrower 15 days written notice of Lender's 
intent to do so, (and if Borrower fails to cure such default within such 15-day 
period) but without any other demand, notice or presentment, or notice of 
intention to accelerate, declare the entire unpaid Indebtedness immediately due 
and payable. 

11. SURVIVAL i RELEASE. All of the covellants and agreements of Borrower set 
forth herein shall survive the execution and delivery of this document and shall 
continue in force until the Indebtedness is paid in full. Accordingly, if 
Borrower performs faithfully each and all of the covenants and agreements herein 
contained, then, and then only, this conveyance shall become null and void and 
shill t be n'leaEled in ,Ille form, UpOII llorrower I s written request and at Borrower's 
""1'''11''''' Ot\H'rwi"e it .. hnll re"l1lill ill full force and effect. No release of 
thl!' conveynnce or the llell thereof shall bl! vlllhi unless executed by Lender. 

12. SUBSTITUTION OF TRUSTEE. If the Trustee named herein dies or becomes 
disqualified from acting in the execution of this Trust, or fails or refuses to 
execute the same when requested by Lender so to do, or if, for any reason, 
Lender prefers to appoint a substitute trustee to act instead of the Trustee 
named herein, Lender shall have full power to appoint, at any time by written 
instrument, a substitute trustee, Bnd, if necessary, several substitute trustees 
in succession, who shall succeed to all the estate, rights, powers and duties of 
Trustee named herein, and no notice of such appointment need be given to 
Borrower or to any other persoll or filed for record in any public office. Such 
appointment mny be executed by any authorized agent of Lender; and if Lender be 
a corporation and such appointment be executed in its behalf by any officer of 
such corporation, such appointment shall be conclusively presutned to be executed 
wlth authority and shall be valid and sufficient without proof of any action by 
the board of directors or any superior officer of the corporation. llorrower 
ratifies and confirms any and all acts that Trustee, or his successor or succes­
sors in tlds trust, shall do lawfully by virtue hereof. llorrower hereby agrees, 
on behalf of llorrowers and of llorrower respective heirs, legal representatives, 
successors and assigns, that the recitals contained in any deed or deeds or 
other instrument executed in due form by any Trustee or substitute trustee, 
actillg mulcr the provisions of this Deed of Trust, shail be prima [acle evidence 
of the facts recit"d, !lnd that it shnll not be necessary to prove ill any court, 
otherwIse than by suell recitais, the existence of the [acts essential to 
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Ilowever, written approval is not requlred for (a) tile creatlon of a lien or 
encumbrance subordinate to this Deed of Trust which does not relate to a trans­
fer of rights of occupancy in the Secured Property; (b) the creation of n 
purchase money security interest for household appliances; (c) the transfer of 
title by devise, descent or by operation of law upon the death of a joint 
tenant; (d) the grant of a leasehold for three years or less which does not 
contain an option to purchase; (e) a transfer to a relative resulting from the 
death of a Ilorrower; (f) a transfer where the spouse or cltildren of Ilorrower 
become an owner of the Secured Property; (g) a transfer resulting from a decree 
of a dissolution of marriage, legal separation agreement, or from an incidental 
property settlement agreement, by which the spouse of Ilorrower becomes an owner 
of the Secured Property or (h) a transfer into an inter vivos trust in which 
Ilorrower is and remains a beneficiary and which does not relate to n transfer of 
rights of occupancy in the Secured Property. 

If Lender exercises this right to accelerate, Lender will mail Ilorrower notice 
of acceleration at Ilorrower' s address according to Lender's records. Such 
notice will provide a period of not less tllan ]0 days from the date the notice 
i" moiled within which llorrower may pay the SUIIIS declared due. If llorrower 
(nIl" to I'''Y AUdl It"",,, before the OXpiL"lltioll of ""ch period, Lellder may without 
f"rther notice or d"lIIoll<l on llorrower, usa OilY rellledies perlllitted by paragraph 
13." 

10. ACCELERATION OF INlJEIlTEDNESS. If llorrower defaults in the prompt payment, 
when due, of the Indebtedness secured hereby, or any part thereof, or fails to 
keep and perform any of the covenants or agreements contained herein or in any 
other document securing payment of the Indebtedness secured hereby, or, if 
Borrower or any person liable for the Indebtedness, or any part thereof, files a 
voluntary petition in bankruptcy or for corporate reorganization, makes an 
assignment for the benefit of any creditor, or is adjudicated a bankrupt or 
insolvent, or if the Secured Property or any property owned by a person liable 
for the Indebtedness is placed under control or in the custody of any court of 
receiver, or if Borrower abandons any of the Secured Property, then, in any such 
event, Lender may after giving Borrower 15 days written notice of Lender's 
intent to do so, (and if llorrower fails to cure such default within such 15-day 
period) but without any other demand, notice or presentment, or notice of 
intention to accelerate, declare the entire unpaid Indebtedness immediately due 
and payable. 

11. SURVIVAL; RELEASE. All of the covenants and agreements of Ilorrower set 
forth herein shall survive the execution and delivery of this document and shall 
continue in force until the Indebtedness is paid in full. Accordingly, if 
Borrower performs faithfully each and all of the covenants and agreements herein 
contained, then, and then only, this conveyance shall become null and void and 
"holt be relea"ed in dlle form, UpOIl llorrower's written request 'llld at llorrower's 
"Xl'''''''''' llth('rwt"e it Aholl relllotn ill full force and effect. No release of 
thi~ convc)'nnce or tile lien thereof shail be valid unless executed by Lender. 

l2. SUnSTlTUTION OF TRUSTEE. If the Trustee named herein dies or becomes 
disqualified from acting in the execution of this Trust, or fails or refuses to 
execu te the same when requested by Lender so to do, or if, for any reason, 
Lender prefers to appoint a substitute trustee to act instead of the Trustee 
named herein, Lender shall have full power to appoint, at any time by written 
instrument, a substitute trustee, mId, if necessary, several substitute trustees 
in succession, who shall succeed to all the estate, rights, powers alld duties of 
Trustee nallled herein, and no notice of such appointment need be given to 
1J0rrower or to any other perSOll or filed for record in any public office. Such 
appotntment may be executed by Bny authorized agent of Lender; and if Lender be 
a corporation and such appOintment be executed in its behalf by any officer of 
such corpora tion. such appointment shall be conclus ively pre'lUmed to be execu ted 
wIth authority alld sl,all be valid and sufficient without proof of any action by 
the board of directors or any superior officer. of the corporation. Uorrower 
ratifies and confirms any and all acts that Trustee, or his successor or succes­
sors in this trust, shall do lawfully by virtue hereof. Uorrower I.ereby agrees, 
On behalf of llorrowers and of llorrower respective heinl, legal representatives, 
successors and assigns, that the recitals contained in <lny deed or deeds or 
other iustrur.,ent executed in due form by any Tl:uGtee 01: substitute trustee, 
acting under the provisiolls of this Deed of Trust, si1l11l be pril'a facie evidence 
of the facts recited, and that it slwll not be necessary to prove ill any court, 
otherwise than by such recitals, tile existence of the [acts esselltial to 
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Ilowever, written approval is not requIred for (a) the creatIon o[ a lien or 
encumbrancl! subordinate to this Deed of Trust which does not relate to a trans­
fer of rights of occupancy in the Secured Property; (b) the creation of n 
purchase money security interest for household appliances; (c) the transfer of 
title by devise, descent or by operation of law upon the death of a joint 
tenant; (d) the grant of a leasehold for three years or less whIch does not 
contain an option to purchase; (e) a transfer to a relative resulting from the 
death of a Ilorrower; (f) a transfer where the spouse or cltildren of Ilorrower 
become an owner of the Secured Property; (g) a transfer resulting from a decree 
of a dissolution of marriage, legal separation agreement, or from an incidental 
property settlement agreement, by which the spouse of Ilorrower becomes an owner 
of the Secured Property or (h) a transfer into an inter vivos trust in which 
Ilorrower is and remains a beneficiary and which does not relate to 0 transfer of 
rights of occupancy in the Secured Property. 

If Lender eXl!rcises thIs right to accelerate, Lender will mail Ilorrower notice 
of acceleration at Ilorrower' s address according to Lender's records. Such 
notice will prOvide a period of not less tllan ]0 days from the datI! the notice 
i" moiled within which Borrower may pay the SUIIIS declared due. If llorrower 
(nIl" to I'''Y AU<Oil It"",,, before the OXpiL"lltioll of ""ch period, Lellder may without 
further notIce or d"lIIoll<l on Borrower, usa OilY remedies perlllitted by paragraph 
13." 

10. ACCELERATION OF INlJEIlTEDNESS. If norrowe r de faul ts in the prompt payment, 
when due, of the Indebtedness secured hereby, or any part thereof, or fails to 
keep and perform any of the covenants or agreements contained herein or in any 
other document securing payment of the Indebtedness secured hereby, or, if 
Borrower or any person liable for the Indebtedness, or any part thereof, files a 
voluntary petition in bankruptcy or for corporate reorganization, makes an 
assignment for the benefit of any creditor, or is adjudicated a bankrupt or 
insolvent, or if the Secured Property or any property owned by a person liable 
for the Indebtedness is placed under control or in the custody of any court of 
receiver, or if Borrower abandons any of the Secured Property, then, in any such 
event, Lender may after giving Borrower 15 days written notice of Lender's 
intent to do so, (and if norrower fails to cure such default within such 1S-day 
period) but without any other demand, notice or presentment, or notice of 
intention to accelerate, declare the entire unpaid Indebtedness immediately due 
and payable. 

11. SURVIVAL; RELEASE. All of the covenants and agreements of Ilorrower set 
forth herein shall survive the execution and delivery of this document and shall 
continue in force until the Indebtedness is paid in full. Accordingly, if 
Borrower performs faithfully each and all of the covenants and agreements herein 
contained, then, and then only, this conveyance shall become null and void and 
"hl1lt be relea"ed in dlle form, UpOIl Borrower's written request mId at Borrower's 
,'xl'''''''''' lltil('rwi"e it .. h1111 rellll1in ill full force and effect. No release of 
thl~ convc)'nnce or tile lIen thereof shall be valid unlcss executed by Lender. 

l2. SUnSTITUTION OF TRUSTEE. If the Trustee named herein dies or becomes 
disqualified from acting in the execution of this Trust, or fails or refuses to 
execu te the same when requested by Lender so to do, or if, for any reason, 
Lender prefers to appoint a substitute trustee to sct instead of the Trustee 
named herein, Lender shall have full power to appoint, at any time by written 
instrument, a substitute trustee, mId, if necessary, several substitute trustees 
in succession, who shall succeed to all tile estate, rights, powers and duties of 
Trustee nallled herein, and no notice of such appointment need be given to 
Borrower or to any other person or filed for record in any public office. Such 
appotntment may be executed by Bny authorized agent of Lender; and if Lender be 
a corporation and auch appointment be executed in its behalf by any officer of 
such corpora tion, such appointment shall be conclus ively pre'lUmed to be execu ted 
wIth authority alld gl,all be valid and sufficient without proof of any actiun by 
the board 0 f direc tors or any superior 0 [fice r. of the corporation. Uorrower 
ratifies and confirma any and all acts that Trustee, or his successor or succes­
sors in this trust, shall do lawfully by virtue hereo f. Dorrower I.ereby agrees, 
on behalf of Uorrowers and of Borrower respective heinl, legal representatives, 
successors and assigns, that the recitals contained in <luy deed or deeds or 
other iustrur.,ent executed in due form by any Tl:ustee 01: substitute trustee, 
acting under the provisions of this Deed of Trust, silall be pril'a facie. evidence 
of the facts recited, and that it slwll not be necessary to prove in any court, 
otherwise than by such recitals, tile existence of the [acts essential to 
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authorize the execution and delivery of such deed or deeds or other instrument 
and the passing of title thereby, and all prerequisites and requirements of any 
sale or sales shall be conclusively presumed to have been performed, and all 
persons subsequently dealing with the Secured Property purported to be cOllveyed 
by such deed or deeds or other instrument, including without limitation, the 
purchaser or purchasers thereof, shall be fully protected in relying upon the 
truthfulness of such recitals. 

13. FORECLOSURE. 1J0rrower hereby authorizes and empowers Trustee, at the 
request of Lender, at any time when Borrower shall be in default in the perfor­
mance of any provision under this Deed of Trust, 1:0 sell the Secured Property at 
public sale to the highest bidder, for cash, at the door of the County Court­
house of the county in Texas in which the Secured Property or any part thereof 
is situated, as herein described, between the hours of 10:00 a.m. alld 4:00 p.nI. 
of the first Tuesday of any month, after advertising the time, place and tenus 
of said sale, and the Secured Property to be sold, by posting (or by having some 
persoll or persons acting for him post), for at least twenty-one (21) days 
preceding the date of the sale, written or printed notice of the proposed sale 
n t the Courthouse door of said county in which the sale is to be made, and by 
[IIJ.lI/,: II copy of twl,1 notice with the coullty or counties in which the Secured 
Property is locnted, and if such property is in more than one county, one such 
notice of sale shall be posted at the Courthouse door of each county in which 
part of such property is situated and such property may be sold at the court­
house door of anyone of such counties, and the notice so posted shall designate. 
in which county such property shall be sold; in addition to such posting and 
filing of notice, the holder of the Indebtedness hereby secured shall at least 
twenty-one (21) days preceding the date of sale serve written or printed notice 
of the proposed sale by certified mail on Borrower and on each other debtor, if 
any, obligated to pay the Indebtedness hereby secured according to records of 
such holder. Service of such notice shall be completed upon deposit of the 
notice, enclosed in a postpaid wrapper, properly addressed to Borrower and such 
other debtors at their most recent address or addresses as shown by the records 
of the holder of the Indebtedness hereby secured, in a post office or official 
depository under the care and custody of the United States Postal Service. The 
affidavit of any person having knowledge of the facts to the effect that such 
service was completed shall be prima facie evidence of the fact of service. 
Borrower hereby designates as their address for the purposes of such notice, the 
address set out below opposite their signatures, and agree that such address 
shall be changed only be depositing notice of such change, enclosed in a post­
paid wrapper, in a post office ·on official certified mail postage prepaid, 
return receipt requested, addressed to Lender at the address for Lender set out 
herein (or to such other address as Lender may have designated by notice given 
as above provided to Borrowers and such other debtors), any such notice of 
change of address of Borrower or other debtors, any such notice of change of 
nddr""'''' of llorrow"r or other debtors ",hall be effective upon receipt by Lender. 
,\'''' clllll'l'::<" of IIdd.:,>,!!; or L"lltll'r 1'111111 h" "ffective three (3) business days after 
d"l'('"lt thereof in the above described Ulanller ill the care alld custody of the 
United States Postal Service. Borrower hereby authorizes and empowers Trustee, 
and each and allot his successors in this trust, to sell the Secured Property, 
or any interest or estate in the Secured Property (including without limitation 
the fee interest or the Groundlease) together or in lots or parcels, as such 
Trustee shall deem expedient, and to execute and deliver to the purchaser or 
purchasers of the Secured Property good and sufficient deed or deeds of convey­
ance thereof and bills of sale with covenants of general warranty binding on 
Borrower and Borrowers respective heirs, legal representatives, successors and 
assigns. The Trustee making such sale shall receive the proceeds thereof alld 
shall apply the same as follows: (1) he shall pay the reasonable expense of 
executing this trust, includillg a reasonable commission to himself; (ii) after 
paying such expellses, he shall pay so far as may be possible the Indebtedness 
hereby secured, discharging first that portion of said indebtedness arising 
under the covellants or agreements herein contained and not evidenced by the 
Note; (iii) he shall pay the residue, if any, to Borrower, its respective heirs, 
legal representatives. successors or assigns. Payment of the purchase price to 
Trustee shall satisfy the obligation of the purchaser at such sale therefor, and 
he shall not be bound to look after the application thereof. 

13.1 If default be made in the payment of any installment of the Note or 
other Indebtedness secured by this l1eed of Trust. or ill the observance or 
performance of any provision in this Deed of Trust, the holder of the Indebted­
ness or any paLt thereof under ',hich such defllult occurs shall after giving 
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authorize the execution and tlelivery of such deed or deeds or other instrument 
and the passing of title thereby, and all prerequisites and requirements of any 
sale or sales shall be conclusively presumed to hove been performed, and all 
persons subsequently dealing with the Secured Property purported to be conveyed 
by such deed or deeds or other instrument, including without limitation, the 
purchaser or purchasers thereof, shall be fully protected in relying upon the 
truthfulness of such recitals. 

1). FORECLOSURE. 1J0rrower hereby author izes and empowe rs Trus tee, a t the 
reques t of Lender, at any time when Borrower shail be in defaul t in the per f or­
mance of any provision under this Deed of Trust, ~o seii the Secured Property at 
public sale to the highes t bidder, for cash, at the door of the County Court­
house of the county in Texas in which the Secured Property or any part thereof 
is situated, as herein described, between the hours of 10:UO a.m. and 4:UO p.m. 
of the first Tuesday of any month, after advertising the time, place and tenus 
of said sale, and the Secured Property to be sold, by posting (or by having sOllie 
persoll or persons acting for him post), for at least twenty-one (21) days 
preceding the date of the sale, written or printed notice of the proposed sale 
lit the Courthouse door of said county in which the sole is to be made, and by 
[lIJn~ 11 copy of flllld notice with the coullty or COUll ties ill which the Secured 
Property is Jocllted, and if such property is in more than one county, one such 
notice of sale sholl be posted at the Courthouse door of each county in which 
part of such property is situated and such property may be sold at the court­
house door of anyone of such counties, and the notice so posted shall deSignate 
in which county such property shall be sold; in addition to such posting and 
filing of notice, the holder of the Indebtedness hereby secured sholl at least 
twenty-one (21) days preceding the date of sale Serve written or printed notice 
of the proposed sale by certified mail On Borrower and on each other debtor, if 
any, obligated to pay the Indebtedness hereby secured according to records of 
such holder. Service of such notice shall be completed upon deposit of the 
notice, enclosed in a postpaid wrapper, properly addressed to Borrower and such 
other debtors at their most recent address or addresses as shown by the records 
of the holder of the Indebtedness hereby secured, in a post office or official 
depository under the care and custody of the United States Postal Service. The 
affidavit of any person having knowledge of the facts to the effect that such 
service was completed shall be prima facie evidence of the fact of service. 
Borrower hereby designates as their address for the purposes of such notice, the 
address set out below opposite their signatures, and agree that such address 
shall be changed only be depositing notice of such change, enclosed in a post­
paid wrapper, in a post office on official certified mail postage prepaid, 
return receipt requested, addressed to Lender at the address for Lender set out 
herein (or to such other address as Lender may have designated by notice given 
as above provided to Borrowers and such other debtors), any sucll notice of 
cllange of address of lJorrower or other debtors, any such notice of change of 
lIddrC'IHl [If ilorrow!'r or ocller debtors shall be effective upon receipt by Lender. 
,\,,,. CIlIlIl~L' of IId"L",·'''' ,,[ L"II.I"r shllil I", effective three (J) business days after 
""p,'slt thereof In the nbove described utanner in the care and custody of the 
United States Postal Service. 1J0rrower hereby authorizes and empowers Trustee, 
and each and all of his successors in this trust, to sell the Secured Property, 
or any interest or estate in the Secured Property (including without limitation 
the fee interest or the Groundlease) together or in lots or parcels, as such 
Trustee shall deem expedient, and to execute and deliver to the purchaser or 
purchasers of the Secured Property good and sufficient deed or deeds of convey­
ance thereof and bills of sale with covenants of general warranty binding on 
Borrower and Ilorrowers respective heirs, legal representatives, successors and 
assigns. The Trustee making such sale shall receive the proceeds thereof and 
shall apply the same as follows: (i) he shall pay the reasonable expense of 
executin>\ this trust, in<,luding a reasonable commission to himself; (ii) after 
paying such expellses, he shall pay so far as may be possible the Indebtedness 
hereby secured, discharging first that portion of said indebtedness arising 
under the covenants or agreements herein contained and not evidenced by the 
Note; (iii) he shall pay the residue, if any, to Borrower, its respective heirs, 
legal represent<ltives, successors or assigns. Payment of the purchase price to 
Trustee shall satisfy the obligation of the purchaser at such sale therefor, and 
he shall not be bound to look after the application thereof. 

13.1 If default be m':l<le in the pnyment of allY installment of tlte Note or 
otlter Indebtedness securc,l by th1s Deed vf Trust, or ill the observance or 
perfor:nance of any provision in this Deed of Trust, the holder of the Indebted­
ness or nny part thereof ullder which such defnult occurs shall after giving 
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authorize the execution and tlelivery of such deed or deeds or other instrument 
and the passing of title thereby, and all prerequisites and requirements of any 
sale or sales shall be conclusively presumed to have been performed, and all 
persons subsequently dealing with the Secured Property purported to be conveyed 
by such deed or deeds or other instrument, including without limitation, the 
purchaser or purchasers thereof, shall be fully protected in relying upon the 
truthfulness of such recitals. 

1). FORECLOSURE. 1J0rrower hereby author izes and empowers Trus tee, a t the 
request of Lender, at any time when Borrower shall be in default in the perfor­
mance of any provision under this Deed of Trust, ~o sell the Secured Property at 
public sale to the highest bidder, for cash, at the door of the County Court­
house of the county in Texas in whicl1 tile Secured Property or any part thereof 
is situated, as herein described, between the hours of 10:UO a.m. and 4:UO p.m. 
of the first Tuesday of any month, after advertising the time, place and tenus 
of said sale, and the Secured Property to be sold, by posting (or by having sOllie 
persall or persons acting for him post), for at least twenty-one (21) days 
preceding the date of the sale, written or printed notice of the proposed sale 
II t the Courthouse door of said coun ty in which the sale is to be made, and by 
[lIJn~ II copy of flllld notice with the county or counties ill which the Secured 
Property is Jocllted, and if such property is in more than one county, one such 
notice of sale sholl be posted at the Courthouse door of each county in which 
part of such property is situated and such property may be sold ot the court­
house door of anyone of such counties, and the notice so posted shall desigllute 
in which coun ty such proper ty shall be sold; in addi tion to such posting and 
filing of notice, the holder of the Indebtedness hereby secured sholl at least 
twenty-one (21) doys preceding the date of sale Serve written or printed notice 
of the proposed sale by certified mail on Borrower and on each other debtor, if 
any, obligated to pay the Indebtedness hereby secured according to records of 
such holder. Service of such notice shall be completed upon deposit of the 
notice, enclosed in a postpaid wrapper, properly addressed to Borrower and such 
other debtors at their most recent address or addresses as shown by the records 
of the holder of the Indebtedness hereby secured, in a post office or official 
depository under the care and custody of the United States Postal Service. The 
affidavit of any person having knowledge of the facts to the effect that such 
service was completed shall be prima facie evidence of the fact of service. 
Borrower hereby designates as their address for the purposes of such notice, the 
address set out below opposite their signatures, and agree that such address 
shall be changed only be depositing notice of such change, enclosed in a post­
paid wrapper, in a post office on official certified mail postage prepaid, 
return receipt requested, addressed to Lender at the address for Lender set out 
herein (or to such other address as Lender may have designated by notice given 
as above provided to Borrowers and such other debtors), any sucll notice of 
change of address of lJorrower or other debtors, any such notice of change of 
"ddrPIH' [If Ilorrow!'r or otlICr debtors shall be effective upon receipt by Lender. 
,\,,,. Cllllll~L' of IHldL",·'''' "[ L"lIder slllIll I". effective three (J) busilless days after 
del'l'slt thereof 111 the nbove described utanller ill the care alld custody of the 
United States Postal Service. 1J0rrower hereby authorizes and empowers Trustee, 
and each and all of his successors in this trust, to sell the Secured Property, 
or any interest or estate in the Secured Property (including without limitation 
the fee illterest or the Groundlease) together or in lots or parcels, as such 
Trustee shall deem expedient, and to execute and deliver to the purchaser or 
purchasers of the Secured Property good and sufficient deed or deeds of convey­
ance thereof and bills of sale with covenants of general warranty binding on 
Borrower and Ilorrowers respective heirs, legal representa tives, successors and 
assigns. The Trustee making such sale shall receive the proceeds thereof and 
shall apply the same as follows: (i) he shall pay the reasonable expense of 
executin>\ this trust, in"ludillg a reasonable commission to hImself; (ii) after 
paying such expellses, he shall pay so far as may be possible the Indebtedness 
hereby secured, discharging first that portion of said indebtedness arising 
under the covellants or agreements herein contained and not evidenced by the 
Note; (iii) he shall pay the residue, if any, to Borrower, its respective heirs, 
legal represen tatives, successors or assigns. Paymen t of the purchase price to 
Trustee shall satisfy the obligation of the purchaser at such sale therefor, and 
he shall not be bound to look after the application thereof. 

13.1 If default be m':l<le in the pnyment of allY installment of tite Note or 
otiter Indebtedness securc,l by this Deed of Trust, or ill the observance or 
perfor:nance of any provision in this Deed of Trust, the holder of tlte Indebted­
Iless or llny part thereof ullder which such defnult occurs shall after giving 
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llorrower 15 days notice of such default (and Borrower not hJ.vlng cured such 
default within such 15-day period) have the option to proceed witll foreclosure 
in satisfaction of such item either through the courts or by dlrecting Trustee 
or his successors ~l trust to proceed as if under a fuil foreclosure, conducting 
the sale as herein provided, and without declaring the whole Indebtedness due, 
and provided that if sale is made because of default of an installment or a part 
of an installment, such sale may be made subject to the unmatured part of the 
Note or other Indebtedness secured by this Deed of Trust; and it is agreed that 
such sale, if so made, shall not in any manner affect the unmatured portion of 
the Indebtedness, but as to such unmatured portion of the Indebtedness, this 
Deed of Trust shall remain in full force and effect Just as though no sale had 
been made under the provisions of this paragraph. It is further agreed that 
several sales may be made hereunder without exhausting the right of sale for any 
unmatured portion of said indebtedness, it being the intention of the parties 
hereto to provide for a foreclosure and sale of the security for any matured 
portion of the Indeb tedness without exhausting the power to foreclose and to 
sell the security for any other portion of the Indebtedness whether matured at 
the time or subsequently maturing. It is agreed that an assignee holding any 
installment or part of any illstallment of the Note or other Indebtedness secured 
her"by .. 11 ... 11 hUlle the D/ln'e powers IlS hereby conferred on the holder of the 
Illtlebte,h"'IH' to proceed wIth foreclosure on n matured installment or install­
ments, and also to request Trustee or successors in trust to sell the Secured 
Property or any part thereof; but if an assignee forecloses or causes a sale to 
be made to satisfy any installment, part of an installment, or installments, 
then such foreclosure or sale shall be made subject to all of the terms and 
provisions hereof with respect to the unmatured part of the Note and other 
Indebtedness secured hereby owned by the then holder of such Indebtedness. 

13.2 The purchaser at any trustee's or foreclosure sale hereunder may 
disaffirm any easement granted, or rental or lease contract ruade, in violation 
of any provision of this Deed of Trust, and may take immediate possession of the 
Secured Property free from, and despite the terms of, such grant of easement and 
rental or lease contract. 

13.3 Lender may bid and being the highest bidder therefor, become the 
purchaser of any or all of the Secured Property at any trustee's or foreclosure 
sale hereunder and shall have the right to credit the amount of the bid upon the 
amount of the Indebtedness owing to Lender, in lieu of cash payment. 

13.4 If there is a Trustee's· sale hereunder, and, if at the time of such 
sale, Borrower, or its heirs, legal representatives, successors or assigns, is 
occupying the Secured Property so sold, each and all shall immediately become 
the tenant of the purchaser at such sale, which tenancy shall be a tenancy from 
d:ly to day, terminable at the will of either tenant or landlord, at a reasonable 
rentlll per day based upon the value of said property, such rental to be due 
dnily t" the I'ltrchllser. An nction of forcible detainer {lnd/or any other legal 
proceedings shull IiI'. if the tenllnt holds over after a demand in writing for 
possession of said property; and this agreement and the Trustee's deed shall 
constitute a lease and agreement under which the tenant's possession, each and 
all, arose and continued. 

14. RENTS i ISSUES; PROFITS. Borrower absolutely and irrevocably assigns to 
Lender all of Borrower's rights, title and interest in and to all sums ("Rents") 
that become due under any and each oil, gas, mineral or other lease, rental 
contract or easement contract (lithe Leases") pertaining to all or any part of 
the Secured Property, and when received to apply the same on the Indebtedness. 
No demand for, and no receipt or application of, any such sum shall be deemed to 
minimize, subordinate or affect in allY way tlte llen, security interest or rights 
hereunder of Lender, or any rights of a purchaser of the Secured Property at a 
trustee's or foreclosure sale hereunder, as against the person from whom such 
8um was demanded or received, or his legal representa ti ves, successors or 
assigns, or anyone claiming under such Lease. 

14.1 Until such demand is made, Borrower is authorized to collect, or 
continlle collecting, the Rents, but such privilege to collect or continue 
collecting, as aforesaid by the lender shall not operate to permit the 
collection by borrower, its successors or assigns, (nnd Borrower covenants that 
Borrower will not collect, demand or receive) auy installment of rent in advance 
of the date prescribed in the Leases for the payment thereof. 
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13orrower 15 days notice of such default (and florrower IIOt h,lVlng cured such 
default within such 1S-day period) have the optlon to proceed witl! fureclosure 
in satisfaction of slIch item either through the courts or by dlrectlng Trustee 
or his successors in trust to proceed as if under a full foreclosure, conducting 
the sale as herein provided, and without declaring the whole Indc,j)tedness due, 
and provided that if sale is made because of default of an installment or a part 
of an installment, such sale may be made subject to the unmatured part of the 
Note or other Indebtedness secured by this Deed of Trust; and it is agreed that 
such sale, if so made, shall not in any manner affect the unmatured portion of 
the Indebtedness, but as to such unmatured portion of the Indebtedness, tllis 
Deed of Trust shall remain in full force and effect just as tllough no sale had 
been made under the provisions of this paragraph. It is further agreed that 
several sales Dlay be made hereunder without exhausting the right of sale for any 
unmatured portion of said indebtedness, it being the intention of the parties 
hereto to provide for a foreclosure and sale of the security for any matured 
portion of the Indebtedness without exhausting the power to foreclose and to 
sell tile security for any other portion of the Indebtedness whether matured at 
the time or subsequently maturing. It is agreed tllat an assignee holding any 
installment or part of any installment of the Note or otller Indebtedness secured 
her<'!,y nlwil IUIVe th" 'H"I'" powers I\S hereby conferred on the holder of the 
lllucbt"d'H'SB to proceeu wlth foreclosure 011 II matured installluent or install­
ments, and also to request Trustee or successors in trust to sell the Secured 
Property or any part thereof; but if an assignee forecloses or causes a sale to 
be made to satisfy any installment, part of an installment, or installments, 
then such foreclosure or sale shall be made subject to all of the terms and 
provisiolls hereof with respect to the unmatured part of the Note and other 
Indebtedness secured hereby owned by the then holder of such Indebtedness. 

13.2 The purchaser at any trus tee's or foreclosure sale hereuncler may 
disaffirm any easement granted, or rental or lease contract made, in violation 
of any provision of this Deed of Trust, and may take immediate possession of the 
Secured Property free from, and despite the terms of, such grant of easement and 
rental or lease contract. 

13.3 Lender may bid and being the highest bidder therefor, become the 
purchaser of any or all of the Secured Property at any trustee t s or foreclosure 
sale hereunder and shall have the right to credit the amount of the bid upon the 
amount of the Indebtedness owillg to Lender, in lieu of cash payment. 

13.4 If tllere is a Trustee' s sale hereunder. and, if at the time of such 
sale. Borrower, or its heirs, legal representatives, successors or assigns, is 
occupying the Secured Property so sold, each and all shall immedia tely become 
the tenant of the purchaser at sucll sale, which tenancy shall be a tenancy from 
d:ly to day, terminable at the will of either tenant or landlord, at a reasonable 
rentl\l per day bnaecl upon the value of 5:lid property, such rental to be due 
dnll}' t" the l'ltrchllser. An action of forcible detainer and/or any other legal 
proc""dinf,s shull lie if the tenllnt holds over after a demand in writing for 
possession of said property; and this agreement and the Trustee t S deed shall 
constitute a lease and agreement under which the tenant's possession, each and 
all, arose and continued. 

14. RENTS i ISSUES; PROFITS. Borrower absolutely and irrevocably assigns to 
Lender all of Borrower's rights, title and interest in and to all sums ("Rents") 
that become due under any and each oil, gas, mineral or other lease, rental 
contract or easement contract ("Ihe Leases") pertaining to all or any part of 
the Secured Property, and when received to apply the same on the Indebtedness. 
No demand for, and no receipt or npplication of, any such sum shall be d"emed to 
minimize, subordinate or affect in any way tlte lien, security interest or rights 
hereunder of Lencler, or any rights of a purchaser of the Secured Property at a 
trustee' B or foreclosure sale hereunder. as against the person from whom sllch 
Bum was demanded or received, or his legal representa ti ves, successors or 
assigns. or anyone claiming under such Lease. 

14.1 Until such demand is made, Borrower is authorized to collect, or 
continue collecting, the Hents, but sllch privilege to collect or continue 
collecting, as aforesaid by the lender shall not operate to permit the 
collection by borrower, its successors or assigns, (and Borrower covenants thot 
Ilcrrower will flot collect, demand or receive) allY installment of rent ill advaace 
of the date prescribed in the Lease9 for the payment thereof. 
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Ilorrower 15 days notice of such default (and norrower lIOt hJvlng cured such 
defnult within such 15-dny period) have the option to proceed with furcclosure 
in satisf nc tion 0 f such item ei ther through the courts or by d lrecting Trustee 
or his successors ill trust to proceed as if under n fuil foreclusure. conducting 
the sale as herein provided, and without declaring the whole Illtlebtedness due, 
and provided that if sale ill made because of default of an installment or a part 
of an installment. such sale may be made subject to the unmatured part of the 
Note or other Iudebtedlless secured by this Deed of Trust; and it is agreed that 
such sale, if so made, shall not in any manner affect the unmatured portion of 
the Indebtedness, but as to such unmatured portion of the Indebtedness. this 
Deed of Trust shall remain in full force and effect just as tbough no saie had 
been made under the provisions of this paragraph. It is further agreed that 
several sales ulay be made hereunder without exhausting the right of sale for any 
unmatured portion of said indebtedness. it being the intention of the parties 
hereto to provide for a foreclosure and sale of the security for any matured 
portion of the Indebtedness without exhausting the power to foreclose and to 
sell the security for any other portion of the Indebtedness whether matured at 
tile time or subsequently maturing. It is agreed tllat an assignee holding any 
installment or part of any installment of the Note or otller Indebtedness secured 
l1Cr"'.y "hl1 11 hnve th", £1'"'''' powers liS hereby conferred on tile bolder of the 
IllJ"bte,hu'SB to proce"J with foreclusure 011 a matured installlllent or install­
ments. and also to request Trustee or successors in trust to sell the Secured 
Property or any part thereof; but if an assignee forecloses or causes a sale to 
be made to Hatisfy any installment, part of an installment, or installments, 
tllen such foreclosure or sale shall be made subject to all of the terms and 
provisions hereof with respect to the unmatured part of tile Note and other 
Indebtedness secured hereby owned by the then holder of such Indebtedness. 

13.2 The purchaser at any trustee's or foreclosure sale hereunder may 
disaffirm any easement granted. or rental or lease contract ruade, in violation 
of any provision of this need of 'rrust. and may take immediate possession of the 
Secured Property free from. and despite the terms of. such grant of easement and 
rental or lease contract. 

13.3 Lender may bid and being the highest bidder therefor. become the 
purchaser of any or all of the Secured Property at any trustee I s or foreclosure 
sale hereunder and shall have the right to credit the amount of the bid upon the 
amount of tlle Imlebtednes8 owing to Lender, in lieu of cash payment. 

13.4 If there is a Trustee's sale hereunder. and, if at the time of such 
sale. Borrower. or its heirs, legal representatives. successors or assigns. is 
occupying the Secured Property so sold, each and all shall immediately become 
the tenant of the purchaser at such sale, which tenancy shall be a tenallcy from 
day to day. terminable at the will of either tenant or landlord, at a reasonable 
rentn 1 per day based UpOIl the value of said property, such rental to be due 
dnily t" the l'l!r~hllser. An action of forcible detainer lllld/or any other 
I'r""""dinr.s shllli ii" if the tenant hoids over after u demand in writing 
possession of said property; and this agreement and the Trustee t S deed shall 
constitute a lease and agreement under which the tenant's possession. each and 
all. arose and continued. 

14. RENTSi ISSUES; PROFITS. Borrower absolutely and irrevocably assigns to 
Lender all of Borrower's rights, title and interest in and to all sums ("Rents") 
that become due under allY and each oil. , mineral or other lease, rental 
contract or easement contract ("the pertaining to all or any part of 
the Secured Property. and when received to apply the same on the Indebtedness. 
No demand for. and no receipt or application of, uny such sl1m shall be deemed to 
miuimize, subordinate or affect in any way the lien. security interest or ri,;htB 
hereunder of Lender. or any rights of a purchaser of the Secured Property at a 
trustee's or foreclosure sale hereunder. as against the person from whom such 
sum was demanded or received. or his legal representatives. successors or 
assigns. or anyone clalming under such Lease. 

14.1 Until such demand is made. narrower is authorized to collect. or 
continne collecting. the Hents, but such privilege 1:.0 collect or continue 
collecting, as aforesaid by the lender shall not operate to permit the 
collection by borrower, It5 successors or assigns. (and Borrower covenants thDt 
Borrower will not collect, demand or receive) auy instaliment of rent ill advaace 
of the date prescribed ill the Leases for the payu,ent ehereof. 
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14.2 The authority and power of Lender to collec t the Rents, as set forth 
herein, may be exercised and the Rents collected with or without the taking of 
possession of the secured Property, or any part thereof, and without the neces­
sity of (but Hothing herein contalned shall be construed to prohibit) Lender 
instituting foreclosure under its Deed of Trust, and an action upon its Note or 
any action upon this Assignment directly against the tenants under said Leases. 

14.3 In furtherance of this Assignment, Borrower authorizes Lender, 
through its employees, agents, or representatives, at tl~ option of Lender, upon 
the occurrence of any default, to enter upon the secured Property and to 
collect, in the name of Borrower or in its own name as Lender, the Rents accrued 
but unpaid and in arrears at the date of such default, as well as the Rents 
thereafter accruing and becoming payable during the period this Assignment is 
operative; and to this end, Borrower further agrees to cooperate and assist the 
Lender, its employees, agents or representatives in all reasonable ways with 
collection of the Rents. 

14.4 Dorrower authorizes (but nothing herein shall all be deemed to 
require or obligate) the Lender upon such entry, to take over and assume the 
ulf'llagrl1l"Ilt:, "I,,!rllti,Hl m,,1 IOnillCclIallcu of the Ilecured I'rOIJerty aud to perform all 
acts llCCe6/lnry nud proper in its !lole t1iscretioll and to expend such sums as may 
be necessary in connection therewith, including the authority to effect new 
leases, to cancel or surrender existing leases, to alter or amend the terms of 
exis ting leases, to renew existing leases, or to make concessions to tenants, 
Dorrower hereby releasing all claims against Lender arising out of such manage­
ment, operation and maintennnce, excepting the liability of the Lender to 
account as hereinafter set forth. 

14.5 This Assignment is given as additional security for the performance 
of each and all of the obligations and covenants of the Note, this Deed of Trust 
together with anY,renewal, extension or modification thereof. 

1/ •• 6 Lender shall, af ter payment of all proper charges and expenses, 
including reasonable compensation to such agents, employees or representatives 
as shall be selected or employed, and after the accumulation of a reasonable 
reserve to meet taxes, assessments, utility rents, and fire and ability insur­
ance in requisite amounts, credit the net amount of income received by it by 
virtue of this Assignment to any amounts due and owing of it by Borrower under 
the terms of the Note and the Deed of Trust, but the manner of the application 
of such net income and what items shall be credited, shall be determined in the 
sale discretion of Lender. 

14.7 Borrower warrants that at the time of the execution and delivery of 
this Deed of Trust, there lIas been no anticipation or prepayment of any Rents by 
lIlly of the tenllnts occupying the Secured Property under the Leases. 

1/ •• 11 NL'lther n"rrOWCl" HOt" its succeflsors or assiglls, shall have the right, 
power or authority to (and Borrower covenants that it shall not) alter, modify 
or amend the terms or conditions of any of the Leases in any particular what­
soever except in the ordinary course of business, wi thout first ob taining the 
consent in writing of Lender to such alteration, modification or amendment. 

14.9 Nothing herein contained shall be construed as making Lender a 
mortgagee in possession, nor shall Lender be liable for laches, or failure to 
collect said Rents, and it is understood that Lender is to account only for such 
sums as are actually c~llected. 

14.10 Borrower covenants that no tenant need determine whether or not a 
default has occurred lllaking this ASSignment operative, but shall pay over the 
Rents to Lender upon notice from it to do so nnd upon so doing shall be relieved 
frolll llability therefor, Borrower in all respects. 

1/ •• 11 Borrower will keep. observe and perform all of the covenants on the 
part of the lessor to be kept, observed and performed under any of the Leases. 
If Borrower fails to keep, observe and perform any such covenant, Lender shall 
luwe the right, at its option, to keep observe and perform such covenant on 
behalf of Borrower Or to declare, with or without notice, all sums secured by 
thIs Deed of Trust to be immediately due and payable and avail itself of any and )"-
all remedies provided for in the Note or the Veed of Trust in the eve~t of 
default. If Lender exercises its option to keep, observe or perform any of 
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1'1.2 The authority and power of Lender to collect the nents, as Bet forth 
herein, may be exercised and the Rel1ts collected with or without the taking of 
possession of the secured Property, or any part thereof, and without the neces­
sity of (but nothing herein contained shall be construed to prohibit) Lender 
instituting foreclosure under its Deed of Trust, and an action upon its Note or 
any action upon this Assignment directly against the tenants under said Leases. 

14.3 In furtherance of this Assignment. Ilorrower authorizes Lender, 
through its employees, agents, or representatives, at the option of Lender, upon 
the occurrence of allY defnult. to enter upon the secured Property and to 
collect, in the name of Borrower or in its own naUle as Lender, the Rents accrued 
but unpaid and in arrears at the date of such default. as well as the Rents 
thereafter accruing and becoming payable during tile period tllis Assignment is 
operative; and to tllis end, Borrower further agrees to cooperate nnd nssist the 
Lender. its eUlployees. agents or representatives in all reasonable ways with 
collection of the Rents. 

14.4 Borrower authorizes (but nothing herein shall all be deemed to 
require or obligate) the Lender upon such entry, to take over and assume the 
11\lHlnl~f'II1(,lIt. "l'erllt il1\1 and IQnillt('.ll:tllCt! of th" ""cured property alld to per form all 
act .. ll('ce6,wry 1111d proper ill its sale discretion and to expend such sums as may 
be necessary in connection therewith, including the authority to effect new 
leases, to cancel or surrender existing leases, to alter or amend the terms of 
existing lenses, to renew eXisting leases, or to make concessions to tenants, 
Borrower hereby releasing all claims against Lender arising out of such manage­
ment, operation and main tenance, excepting the liability of the Lender to 
account as hereinafter set forth. 

14.5 This Assignment is given liS additional security for the performance 
of each and all of the obligations and covenants of the Note, this Deed of Trust 
together with any.renewal, extension or modification thereof. 

1l,.6 Lender shall, af ter payment of all proper charges and expenses, 
including reasonable compensation to such agents, employees or representatives 
aa ahall be selected or employed, and after the accumulation of a reasonable 
reserve to meet taxes, assessments. utility rents, and fire and ability insur­
ance in requisite amounts, credit the net amount of income received by it by 
virtue of this Assignment to any amounts due and owing of it by Ilorrower under 
the terms of the Note and the need of Trust, but tile manner of the application 
of such net income and what items sl1all be credited, shall be determin'ld in the 
Bole discretioll of Lender. 

1l,.7 Borrower warrants that at the time of the execution and delivery of 
this Deed of 'i'ru!lt, there has been no anticipation or prepayment of any Rents by 
nlly or ehe teullnts OCC"l'yillg th" Secured l'roperty ullder the Leases. 

l/,.!! Neither IIll'"rower nOI" ito SllCCefHlors or assiglls, shall have the right, 
power or authority to (and Dorrower covenants that it shall not) alter, modify 
or amend the terUlS or conditions of any of the Leases in any particular what­
soever except in the ordinary course of business, without first ob taining the 
consent in writing of Lender to such alteration, modification or amendment. 

14.9 Nothing herein contained shall be construed as making Lender a 
mortgagee in possession, nor shall Lender be liable for laches, or failure to 
collect said Rents. and it ia understood that Lender is to account only for such 
sums as are actually c~llected. 

14.10 Borrower covenants tllat no tenant need determine whether or lIot a 
default has occurred making this ASSignment operative, but shall pay over the 
Rents to Lender upon notice from it to do so and UpOII so doing shnll be relieved 
[rom lIability therefor. Borrower ill all respects. 

1l,.11 Ilorrower will keep. observe and per [arm all of the covenants on the 
part of the lessor to be kept, observed and performed under any of the Leases. 
If Borrower fails to keep, observe aud perform any SUCII covenant, Lender shall 
have the right, at its option, to keep observe and perforla such covenant on 
behalf of tlorrower or: to declare, with or withcut notice, all sums secured by 
this lJeed of Trust to be i!lllJlediately due and payable and avail itself of any and 
all ["Cllwdies provhled for in tilt' Hote or the Deed of Trust in the eve~t of 
default. If Lender exercises its option to keep, observe or perform any of 
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111.2 The authority and power of Lender to collect the Rents, as set forth 
Ilerein, may be exercised and the Rellts collected with or without the taking of 
possession of the secured Property, or any part thereof, and without the neces­
sity of (but Ilothing herein contained shall be construeu to prohibit) Lender 
instituting foreclosure under its Deed of Trust, and an action upon its Hote or 
any action upon this Assignment directly against the tenants under said Leases. 

14.3 In furtherance of this Assignment, norrower authorizes Lender, 
through its employees, agents, or representatives, at tile option of Lender, upon 
the occurrellce 0 f any defaul t, to en ter upon the secured Property and to 
collect, in the name of Borrower or in its own name as Lender, the Rents accrued 
but unpaid and in arrears at the date of such default, as well as the Rents 
thereafter accruing and becoming payable during tile period tllis' Assignment is 
operative; and to tllis end, norrower further agrees to cooperate and assist the 
Lender, Its employees, agents or representatives in all reasonable ways with 
collection of the Rents. 

14.4 norrower authorizes (but nothing herein shall all be deemed to 
require or obligate) the Lender upon such entry, to take over and assume the 
11ltlll:1grltlC"llt. llpe:rnt ill\l ;\ud IlltliutP.ll:1\lCt! of the HCCUrCtl I'r011erty nlld to per form all 
il.:t,. lleceo;Hllry nll/I proper ill its !lole discretion and to expend such sums as may 
be Ilecessary in connection therewitll, including the authority to effect new 
leaaes, to cancel or surrender existing leases, to alter or amend the terms of 
existing lenses, to renew eXisting leases, or to make concessions to tenants, 
norrower hereby releasing all claims against Lender arising out of such manage-' 
ment, operation anu maintenance, excepting the liability of the Lender to 
account as hereinafter set forth. 

14.S This Assignment is given llS additional security for the performance 
of each and all of the obligations and covenants of the Note, this Deed of Trust 
together witll any, renewal, extension or mouification thereof. 

11,.6 Lender shall, af ter payment 0 f all pro per charges and expenses, 
including reasonable compensa tion to such agents, employees or representatives 
as shall be selected or employed, and after the accumulation of a reasonable 
reserve to meet taxes, assessments, utility rents, and fire and ability insur­
ance in requisite amounts, credit the net amount of income received by it by 
virtue of this Assignment to any amounts due and owing of it by norrower under 
the terms of the Note aud the Deed of Trust, but tile manner of the application 
of such net income and ",Ilat items sllall be credited, shall be determin~d in the 
sole discretion of Lender. 

11 •• 7 norrower warrants tllat at the time of tile execution and delivery of 
this Deed of Tru!lt, there 118S been no anticipation or prepayment of any Rents by 
nny "r tl", tenllnts occupying th" S.:cured l'I:opcrty under the Leases. 

li •. !! Neitll"L" llo1"L"OWCr not" ito SllCc"flsors or flssigllS, shall have the right, 
power or authority to (alld norrower covenants cllat it sllall not) alter, modify 
or amend the terms or conditions of any of the Leases in any particular what­
soever except in the ordinary course of business, without first obtaining the 
consent in writing of Lender to SUCII alteration, modification or amendment. 

14.9 Nothing he rein contained shall be cons trued as making Lende r a 
mortgagee in possession, nor shall Lender be liable for laches, or failure to 
collect said Rents, nnd it is unuerstood that Lender is to account only for SUCII 
sums as are actually c~llected. 

14.10 norrower covenants tllat no tenant need determine whether or \lot a 
default has occurred making this Assigllment operative, but shall pay over the 
Rents to Lenuer upon notice from it to do so nnd upon 90 doing shall be relieved 
from llability theI:e[or, Ilorrower ill all respects. 

14.11 norrower will keep, observe and perform all of the covenants on the 
part of the lessor to be kept, observed and performed under any of the Leases. 
If Ilorrower fails to keep, observe and pet:fonn any such covenant, Lender shall 
have tile right, at its option, to keep observe and perfonn such covenant on 
behalf of Borrower ot: to declare, with or withcut notice, all sums secured by 
tlIls [)eed of Trust to be immedlately due and payable and avail itself of any and 
all romedies jJl:-ovided for in the tiot" or the I)eed of Trust in the eve~t of 
defaliit. If Lender exercises its option to keep, observe or perform any of 
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lessor I s obligations under any of the Leases, it shall be entitled to recover 
froUl llorrower inunediately upon demaud any expenses iucurred or amounts advanced 
in performing such covenants, toge ther wIth interes t at the hlghes t lawful rate 
per annum 1I0W permitted by written contrllct under applicable law from the date 
of such advance. Should Borrower fail to repay Lender any such expenses or 
advances as herein provided, Lender may at its op tion, with or without notice, 
declare all sums secured by this Deed of Trust to be immedIately due and payable 
and avail itself uf any and all remedies provided for herein in the event of 
default. 

14.12 Neither the existence of this Assignment, nor the exercise of its 
privilege to collect Rents, shall be construed as a waiver by Lender. or its 
successors and assigns, of the right to enforce payment of the Note in strict 
accordance with its terms and provisions and those of this Deed of Trust. 

is. l'AltTIAL ltELEASE. AllY part of the Secured Property may be released by 
Lender without affecting the lien. security interest and rights hereof against 
the remainder. The lien, securi ty interes t and rigllts hereby granted sball not 
affect or be affected by Ilny other security taken for the Indebtedness or any 
purt then'oC. The taking of additional security, or the extension or renewal of 
tho ltHlchtc,lnesll 01: filly pal:t thereof. ah"ll Ilt no time release or impair the 
line, security interest and rights granted hereby, or affect the lisbility of 
any endorser, guarantor or surety, or improve the right of any junior lien­
holder; and this Deed of Trust, as well as any instrument given to secure any 
renewal or extension of the Indebtedness. or any part thereof. shall be and 
remain a first and prior lien and security interest on all of the Secured 
Property not expressly released, until the Indebtedness is completely paid. 

16. SEVERABILITY AND USURY. The invalidity, or unenforceability in particular 
circumstances, of any provision of this Deed of Trust shall not extend beyond 
such provision or such circumstances and no other provision of this instrument 
shall be affected thereby. It is the intention of the parties hereto to comply 
with applicable usury laws; accordingly, it is agreed that notwithstanding any 
proviaions to the contrary in the Note or any instrument evidencing the Indebt­
edness, in this Deed of Trust or.in any of the documents or instruments securing 
payment of the Indebtedness or otherwise relatillg thereto, in no event shall the 
Note or such documents require the payment or permit the collection of interest 
in excess of the maximum amount permitted by such laws. If any such excess of 
interest is contracted for, charged or received, under the Note or any instru­
mellt evidencing the Indebtedness. ·ullder this Deed of Trust or under the terms of 
any of the other documents securing payment of the Indebtedness or otherwise 
relating thereto. or ill the evellt the maturity of any of the Indebtedness is 
accelerated in whole or ill part. or in the event that all or part of the 
I'rilld.pol or iutereat of the Indebtedness shall be prepaid, 90 that under any of 
such circuUla tances, the muount of interes t contracted for. charged or received, 
\lnd"l' tho No to 01: /111\' i1l9 trUIUt'1I tfl evidellc illg the Iude b teduess, t1l1der tlds Deed 
"r Tn\!lt Pl' \IIhl .. r any "e th" illutl'Ulllent!l securing pllyment of the Indebtedness or 
othendse relatll1g thereto, 011 the amount of principal actually outstanding from 
time to time under the Note and other instruments evidencing the Indebtedness, 
shall exceed the maximum amount of interest permitted by applicable usury laws, 
then in allY such event (s) the provisions of this paragraph shall govern and 
control, (b) neither llorrower nor any other person or entity now or hereafter 
liable for the payment of the Note or any instrument: evidencing the Illdebtedness 
shall be obligated to pay the amount of interest permitted by applicable usury 
laws, (c) any such excess that may have been collec ted shall be either applied 
as a credit against the then unpaid principal amount hereof or refunded to 
Borrower. at the holder's op tion, and (d) the effective rate of interes t shall 
be automatically reduced to the maximum lawful contract rate allowed under 
applicable usury laws BS now or hereafter construed by the courts having juris­
diction thereof. It is further agreed that without limitation of the foregoing, 
all calculations of the rate of interest contracted for, charged or received 
under the Note. or any ins trument evidencing the Indebtedness, under this Deed 
of Trust 'or under such other documents that are made for the purpose of 
determining whether such rate exceeds the maximum lawful contract rate, shall be 
Dlade, to the extent permitted by applicable laws by amortizing, prorating, 
allocating and spreading in equal parts during tlle period of the full stated 
term of the loan evIdenced by the Note or the instruments evIdencing the Indebt­
edness. all iuteres t at any time contrac ted for, charged or received frorq 
Ilorrower or otherwise by the holder or holtlers hereof in connee tion with such 
10311. 
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lessor's obligations ullder any of tl,e Leases, it shall bc clltitled to recover 
froUl llorrower inuneuiately upon deo,and any expenses incurred or amoUllts advanced 
in performing such covenants, toge ther wi th interes t at the highes t lawful rn te 
per allllUUl 110101 permitted by writ tell cOlltract ullder applicable la" frOln the date 
of such advallce. should llorrower fail to repay Lender any such expenses or 
advances as hereill provided, Lender may at its option, with or without notice, 
declare all sums secured by this lJeed of Trust to be i1rrllledlately due and payable 
and avnil itself uf any and all remedies provided [or herein ill the event of 
default. 

14.12 Neither the existence of this Assignmellt, nor tl,e exercise of its 
privilege to collect Rents, shall be COliS trued as a waiver by Lenuer, or its 
successors and assigns, of the right to ellforce payment of the Note in strict 
accordance with its terms and provisions and those of this lJeed of Trust. 

15. PARTIAL RELEASE. Any part of the Secured Property may be released by 
Lenuer without affecting the lien, security interest and rights hereof against 
the remainder. The lien, security illterest and rights hereby granted shall not 
affect or be affected by any other security taken for the Indebtedness or any 
p"rt th"r"of. 1'1", tukillg of additiollal security, or th" extension or renewal of 
tho IlldcbtedllcsH ut" [II'y I'llt"t thereof, sllllll at 110 tilUe release or impnir the 
line, s"curity interest alld rights granted hereby, or affect tl,e liability of 
any endorser, guarantor or surety, or improve tile right of any junior lien­
holder; and this lJeed 0 f Trust, as we 11 as any ins trulllent given to secure any_ 
renewal or extension of the Indebtedness, or any port thereof, shall be and 
remain a first and prior lien and security interest on all of the Secured 
Property not expressly released, until the Indebtedness is completely paid. 

16. SEVERABILITY /\ND USURY. The invalidity, or unenforceability in particular 
circumstances, of any provision of this lJeed of Trust shall not extend beyond 
sucl, provision or such circumstances and no other provision of this instrument 
shall be affected thereby. It is the intention of the parties hereto to comply 
with applicahle usury laws; nccordingly, it is agreed that notwithstanding any 
provisions to the contrary in the Note or any illstrument evidencing the Illdebt­
edness, in this Ueed of Trust or in any of the documents or instruments securing 
payment of the Indebtedness or otherwise relating thereto, in no event shall the 
Note or such documents require the payment or permit the collection of interest 
in excess of the maximum amount permitted by such laws. If any such excess of 
interest is contracted for, charged or received, under the Note or any instru­
ment evidencing the Indebtedness, -ullder this Deed of Trus t or under the terms of 
any of the other documents securing payment of the Indebtedness or otherwise 
relating thereto, or in the evellt the maturity of any of the Indebtedness is 
accelerated in whole or in part, or in the event that all or part of the 
I'rillc1l'nl or illterest of the Indebtedness shall be prepaid, 90 that under any of 
such circulIIstallces, the amoullt of illterest contracted fo., charged or received, 
IIl1d"," tho No to "t" III'~' .1 liS tr nllll' II til evidellc illg the Illdebtedlless, ullder thIs Deed 
"c n"nt't l't' IIl1d~r OilY "f th" InHt.ulII""t9 se"urillg \,aYIII""t of the Illdebtellness or 
uthendse relatlng t[",reto, on the amoullt of principal actually outstulldillg from 
time to tt"me under the Note find other instruments evidencing the Indebtedness, 
shall exceed the maximum amoUllt of interest permitted by applicable usury laws, 
thell in allY such event (a) the provisions of tllis paragraph shall govern and 
control, (b) neither Borrower nor any other person or entity now or hereafter 
liable for the payment of the Note or any instrument eVidencing the Indebtedness 
shall be obligated to pay the amount of interest permitted by applicable usury 
laws, (c) any such excess that may have been collected shall be either applied 
as a credit agaiust the then unpaid principal amount hereof or refunded to 
Borrower, at the holder's option, and (d) the effective rate of interest shall 
be automatically reduced to the maximum lawful contract rate allo-;.;ed under 
applicable usury laws BS now or hereafter construed hy the court.s having juris­
diction thereof. It is further agreed that without limitation of the foregoing, 
all calculations of the rate of interest contracted for, charged or received 
under the Note, or Bny instrumellt evidencing the Indebtedness, under this Deed 
of Trust ·or under such other documents that are made for the purpose of 
determining whether such rate exceeds the mal<imum lawful contract rate, shall be 
made, to the extent permit ted by applicable laws by amortizing, prora ting, 
allocatillg and spreading in equ<~l parts during the period of the full stated 
term of the loan evidi!Hced by the Note or the instruments evidencing the Indebt­
ednesR, nIl interest at any time contracted for, charged or received from 
Dorro,ler or other!'is!! by the holLler or holders hereof in connection with such 
103n. 
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lessor's obligations ullder any of tl,e Leases, it shall bc clltitled to recover 
froUl llorrower inunediately upou deo,and any expenses incurred or amoUllts advanced 
in performing such covenants, toge ther wi th interes t at the highes t lawful rn te 
per allllUUl 110101 permitted by writ tell cOlltract ullder applicable la" frOln the date 
of such advallce. should Jlorrower fail to repay Lender allY such expenses or 
advances as hereill provided, Lender may at its option, with or without notice, 
declare all sums secured by this lJeed of Trust to be i1rrllledlately due and payable 
and avail itself uf nny alld nIL remedies provided for hereill ill the event of 
default. 

14.12 Neither the existence of this Assigllmellt, nor tl,e exercise of its 
privilege to collect Rents, shall be COliS trued as a waiver by Lender, or its 
successors and assiglls, of the right to ellforce payment of the Note in strict 
accordance with its terms and provisions and those of this lJeed of Trust. 

15. PARTIAL RELEASE. Any part of the Secured Property may be released by 
Lender without affecting the lien, security interest and rights hereof against 
the remainder. The lien, security illterest and rights hereby granted shall 1I0t 
affect or be affected by any other security taken for the Indebtedness or any 
p"rt th"r"of. 1'1", tnkillg of ndditiollal security, or th" extensioll or renewal of 
tho IlldcbtedllcsH ut" [II'y I'ut"t thereof, s[1lI11 at 110 time release or impnir the 
line, s"curity illterest alld rights grail ted hereby, or affect t[,e liability of 
any endorser, guarantor or surety, or improve tile right of any jUllior lien­
holder; and this lJeed of Trust, as well as any instrument given to secure any. 
renewsl or extension of the Indebtedness, or any port thereof, shall be and 
remain a first and prior lien and security interest on all of the Secured 
Property not expressly released, until the Indebtedlless is completely paid. 

16. SEVERABILITY /\ND USURY. The invalidity, or unenforceability in particular 
circumstances, of any provision of this lJeed of Trust shall not extend beyond 
such provision or such circumstances and no other provision of this instrument 
shall be affected thereby. It is the intention of the parties hereto to comply 
with applicable usury laws; nccordingly, it is agreed that notwiths tanding any 
provisions to the cOlltrary in the Note or any illstrument evidencing the Illdebt­
edlless, in this Ueed of Trust or in any of the documents or instruments securing 
payment of the Indebtedness or otherwise relating tl,ereto, in no event shall the 
Note or such documents require the payment or permit the collection of interest 
in excess of the maximum amount permitted by such laws. If any such excess of 
interest is contracted for, charged or received, under the Note or any instru­
mellt evidencing the Indebtedlless, ·ullder this Deed of Trust or under the terms of 
any of the other documents securing payment of the Indebtedness or otherwise 
relating thereto, or ill the evellt the maturity of any of the Indebtedness is 
accelerated in whole or ill part, or in the event that all or part of the 
I'rillc1l'al or illterest of the Illdebtedness shall be prepaid, 90 that ullder any of 
!luch CirCUIII!ltallces, the amoullt of illterest contracted fo., charged or received, 
IIl1d"," tho Nota "t" In'~' In,,trnllll'lItll evidellcillg the Illdebtedlless, ullder thIs Deed 
"C T1"II"t l't' IIl1d~r allY "f th" IIlHt.UII"'Ht9 se"urillg \,aYlllellt of the Illdebtellness or 
uthendse relatlllg t[",reto, 011 the amoullt of principal actually outstandillg from 
time to tt"me unde r the No te alld other ins truments evidenc ing the Indeb tedness, 
shall exceed the maximum amoUllt of interest permitted by applicable usury laws, 
thell in allY such event (a) the provisions of tllis paragraph shall govern alld 
control, (b) neither Borrower nor any other person or elltity now or hereafter 
liable for the payment of the Note or any instrument evidencing the Illdebtedness 
shall be obligated to pay the amount of interest permitted by applicable usury 
laws, (c) any such excess that may have been collec ted sllall be either applied 
as a credit agaiust the then unpaid principal amount hereof or refunded to 
Borrower, at the holder's option, and (d) the effective rate of interest shall 
be automatically reduced to the maximum lawful contract rate allo-;.;ed under 
applicable usury laws BS now or hereafter construed by the court.s having juris­
diction thereof. It is further agreed that without limitation of the foregoing, 
all calculations of the rate of interest contracted for, charged or received 
under the Note, or Bny instrumellt evidencing the Indebtedness, under this Deed 
of Trust ·or under such other documents that are made for the purpose of 
determining whether such rate exceeds the mal<imum lawful contract rate, shall be 
made, to the extent permitted by applicable laws by amortizing, prora tillg, 
allocatillg and spreading in equ<~l parts during the period of the full stated 
term of the loan eviui!Hced by the Note or the instruments eVidencing the Indebt­
edllesR, all interest at any time contracted for, charged or received from 
Dorro,ler or othendse by the holder or holders hereof in connection with such 
loall. 
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17. HAIVEIl. Ilorrower, or llorrowerls heirs, legal representatives, successors 
or as~ shall not [lave or assert, and does hereby ",aive, any right, under 
allY statute or rule of law pertaining to the Itlarshaling of assets, a sale in 
inverse order of alienation, the exemption of homestead, the adminie tration of 
estates of decedents, or other matters lihatever, to defeat, reduce or affect the 
lien, security interest and rights of Lender, under the terms of this Deed of 
Trust, to a sale of the Secured Property for the collection of the Indebtedness 
(without any prior or different resort for collection), or the right of Lender, 
under the terms of this Deed of Trust, to the payment of the Indebtedness out of 
the proceeds of sale of the Secured Property in preference to every other person 
and claimant whatever (only reasonable expenses as aforesaid being first 
deducted). 

18. NO HArVEll. It is expressly agreed that (i) 110 waiver of any default on the 
part of Borrower or breach of any of the provisions of this Deed of Trust shall 
be considered a waiver of any other or subsequent default or breach, and no 
delay or omission in exercising or enforcing the rights and powers herein 
granted shall be construed as a waiver of such rights and powers, and likewise 
no exercise or enforcement of any rir;hts or power" hereunder shall be held to 
{'xttlll"'t Itt"'11 rlglttn Ittlt! tlOwen" atHl <,very NUCl! rir.ltt llllU power mDy be exercised 
[r,lm time tLl time; (il) any fLlilure by Lenuer to illslst upon the strict perfor­
mance by lIorrower of any of the terms and provisions hereof sltall not be deemed 
to be a waiver of any of the terms and provisions hereof, aud Lender, notwith­
standing any such failure, shall have the right thereafter to insist upon the 
strict performance by Borrower of any Dnd all of the terms and provisions of 
this Deed of Trust; (iii) neither Borrower nor any other person now or hereafter 
obligated for' the payment of the whole or any part of the Indebtedness shall be 
relieved of such obligation by reason of the failure of Lender or Trustee to 
comply with any request of Borrower, or of any other person so obligated, to 
take action to foreclose thia Deed of Trust or otherwise enforce any of the 
provisions of dlis Deed of Trust or of any obligations secured by this Deed of 
Trust, or by reason of the release regardless of consideration, of the whole or 
any part of the security held for said indebtedness, or by reason of the subor­
dination in whole or in part by Lender of the lien, security interest or rights 
evidenced hereby, or by reason of any agreement or stipulation with any subse­
quent o,mer or owners of the Secured Property extending the time of payment or 
modifying the terms of said indebtedness or this Deed of Trust without first 
hsving obtained the consent of Borrowera or such other person, and, in the 
latter event. Borrower and all such other persons shall continue liable to make 
such payments according to the terms of any such agreement of extension or 
modification unless expressly released and disclmrged in writing by Lender; (iv) 
regardless of consideration, and without the necessity for any notice to or 
consent by the holder of any subordillate lieu or security interest on the 
Secureu Property, Lenuer lttay release the obligation of anyone at allY time liable 
[or lilly of tho luuoitteunelH' or allY I'nn: of the security held (or the Inuebted­
ill'!ltl :tlhl 1t1Hy f!xtl'lHt thll tJmo uC pu)'ncllt llr utlu.n:,"1sc mudify the terms of snid 
lmt"\ltt',lttt'"'' llnd/or thin lJ,;eu of Trust 'vithout, as to the security for the 
l:emaiuder thereof, ill anywise impaIring or affecting the lien or security 
:cnterest of this Deed of Trust or the priority of such lien or security 
j.nterest, as security for the payment of the Indebtedness as it may be so 
extended or modified, over any subordinate lien or security interest; (v) the 
holder of any subordinate lien or security interest shall have no right to 
terminate any lease affecting the Secured Property whether or not such lease be 
E:ubordinate to this Deed of Trust; and (vi) Lender may resort for the payment of 
t he Indebtedness to any security therefor held by Lender in such order and 
1!anner as Lender may elect. 

19. UNSECURED INDEBTEDNESS. If any portion of the Indebtedness is not, for any 
reason whatsoever, secured by this Deed of Trust on the Secured Property, the 
full amount of all payments made on the Indebtedness shall first be applied to 
such unsecured portion of the Indebtedness until the same has been fully paid. 

20. SUBROGATION. To the ex tent that proceeds of the Note are used to pay any 
prior Indebtedness secured by an outstanding lien, security interest, chllrge or 
prior encunbrance against the Secured Property, such proceeds have been advanced 
by Lender at Uorrower's request; aud Lender shall be subrogated to any and all 
rights, powers, equities, liens and security interests o .... '7led or granted by any 
owner or holder of such prior IIldebtednl~s8, irrespecti',re of "'he ther said 
security iuterests, liens, charges or encumbrallces are released of record. 
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17. IIAIVER. Ilorro\.ler, or llorrowerls heirs, legal represelltatives, successors 
or assiglls, shall 1I0t have or assert, and does hereby waive, any right, under 
any statute or rule of law pertaining to the marsha1illg oE assets, a sale In 
iuverse order of alienation, the exemption of homestead, the adlninistra~ion Ot 
estates of decedents, or other matters \,hatever, to defeat, reduce or affect the 
lien, security" interest and rights of Lender, under the terms of this Deed of 
Trust, to a sale of the Secured Property for the collection of the Indebtedness 
(without any prior or different resort for collection), or the right of Lender, 
under the terms of this Deed of Trust, to the payment of the Indebtedness out of 
the proceeds of sale of the Secured Property in preference to every other person 
and claimant \.Ihatever (only reasonable expenses as aforesaid being first 
deducted). 

18. NO HAIVER. It is expressly agreed that (i) 110 waiver of any default on the 
part of Borrower or breach of any of the provisions of this Deed of Trust shall 
be cOllsidered a waiver of any other or subsequent default or breach, and no 
delay or omission in exercising or enforcing the rights and po\.lers herein 
granted shall be construed as a waiver of such rights and powers, and likewise 
no exercise or ellforcemellt of any rights or powen, hereunder shall be held to 
('Xhllll"t ""ell rlf:ht" Hilt! IIOW"1" 0 , alld evel'y Huch rir,ht 1I11d power lIIay be exercised 
fr'"11 tlllle tLl tllllc; (il) allY fnilure by Lellder to illslst upon the strict perfor­
mance by Horrower of allY of the terms nnd provisions hereof shall not be deemed 
to be a waiver of any of the terms and provisions hereof, and Lender, notwith-
6 tanding any such failure, shall have the righ t thereaf ter to ins is t upon the 
strict performance by Borrower of any and all of the terms and provisions of 
this Deed of Trust; (iii) neither Borrower nor any other person now or hereafter 
obligated for"the payment of the whole or any part of the Indebtednesl3 shall be 
relieved of sucll obligation by reason of the failure of Lender or Trustee to 
comply wi th any reques t of Dorrower, or of any other person so obligated, to 
take action to foreclose this Deed of Trust or otherwise enforce any of the 
provisions of this Deed of Trust or of any obligatIons secured by this Deed of 
Trust, or by reason of the release regardless of consideration, of the whole or 
any part of the security held for said indebtedness, or by reason of the subor­
dination in whole or in part by Lender of the lien, security interest or rights 
evidellced hereby, or by reason of any agreement or stipulation with any subse­
quent o\.ffier or owners of the Secured Property extending the time of payment or 
modifying the terms of said indebtedness or this Deed of Trust without first 
having obtained the consent of Borrowers or such other person, and, in the 
latter event. Borrower and all such other persons shall continue liable to make 
such payments according to the terms of any sucll agreement of extension or 
modification unless expressly released and discharged in writing by Lender; (tv) 
regardless of consideration, and without the necessity for any notice to or 
consent hy the holder of any subordinate lien or security interest on the 
SecureJ Property, LellJer lIIay release the obligation of nllyone at allY ti\lle liable 
[or lilly of tho IlldohtedneflR or allY 1'0["(: of the "ecurlty held for the llldebted­
ill'f10 :tlld 1II11y l!xt('Il4..1 thlJ t.{1110 uC lIHyt:lellt tlr 4Jtlu .. n"\.11fie l\14..H..lify tt\C terms of sniu 
["""ht",I"",.,, lIlltl/ur thiA iJee,l uf Truflt \,ithout, fiS to the security for the 
I:elllainder thereof, ill anywise impairillg or affectillg the lien or security 
:lntereat of this Deed of TruBt or the priority of such lien or security 
J.nterest, as security for the payment of the Indebtedness llS it may be so 
"xtended or modified, over any subordinate lien or security interest; (v) the 
holder of any subordinate lien or security interest shall have no right to 
terminate any lease affecting the Secured Property whether or not such lease be 
e:ubordinate to this Deed of Trust; and (vi) Lender may resort for the payment of 
t.he Indebtedness to any security therefor held by Lender in such order and 
~anner as Lender may elect. 

19. UNSECURED INDEDTEDnESS. If any portion of the Indebtedness is not, for any 
reason whatsoever, secured by this Dep.d of Trust on the Secured Property, the 
full amount of all payments made on the Indebtedness shall first be applied to 
such unsecured portion of the Indebtedness until the same has been fully paid. 

20. SUI\RCGATIOrl. To the ex tent that proceeds of the No te are used to pay any 
prior Indebtedness secured by an outstanding lien, security interest, char!;e or 
prior encumbrance agninst the Secured Property, such proceeds have been ndvanced 
by Lender at llorrowerls re'luegt; alld Lender shall be subrogated to any anu. all 
rigllts, powers, equities, liens and security interest" owned or granted by any 
owner or ha1eIer of such prior ItidebteeIlless, irn'spectlve of ',.:hether saieI 
security illtl!regts, liens, charges or encumbrances are released of record. 
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17. IIAIV[R. Dorrot.l"r, or !lorrower's heirs, legal represelltatives, successars 
or assiglls, shall Ilot have or assert, and does hereby '""aive, any right, under 
any statute or rule of law pertaining to the Ulnrsilaliug of assets, a sale in 
iuverse order of alienation, the exemption of homestead, the admiuistra!:ion of 
estates of decedents, or otl.r matters whatever, to defeat, reduce or affect the 
lien, security· interest and rights of Lender, under the terms of this Deed of 
Trust, to a sale of the Secured Property for the collection of the Indebtedness 
(without any prior or different resort for collection), or the right of Lender, 
under the terms of this Ileed of Trust, to the payment of the Indebtedness out of 
the proceeds of sale of the Secured Property in preference to every other person 
and claimant whatever (only reasonable expenses as aforesaid being first 
deducted). 

lB. NO HAIVER. It is expressly agreed that (1) 110 waiver of any default on the 
part of Borrower or breach of any of the provisions of ~'is Deed of Trust shall 
be cOllsidered a waiver of any other or subsequent default or breach, and no 
delay or omission in exercising or enforcing the rights and powers herein 
granted shall be construed 13.9 a waiver of such rights and powers, and likewise 
no exercise or ellforceme\lt of allY rip;hts or powers h!?reun.ler shall be held to 
('Xhlll"lt lIl1ch r If:ht,, Hlld llUw"rn, and every HUC!! ri/;ht nud power l1lny be exercised 
frlllll t1nIC en time; (i1) allY failure by Lellder to iuslst upon the strict perfor­
mance by lIorrower of allY of the terllIs nnd provisions hereof sllall not be deemed 
to be a t.laiver of any of the terms and provisions hereof, and Lender, notwith­
standing any such failure, shall have the right therenfter to insist upon the 
stric t performance by Borrower of any and all of the terms and provisions of 
this Deed of Trust; (iii) neither Borrower nor any other person now or hereafter 
obligated for· the payment of the whole or any part of the IndebtednesG sl1all be 
relieved of such obligation by reason of the failure of Lender or Trustee to 
comply with nuy request of Dorrower, or of any other person so obligated, to 
take action to foreclose this Deed of Trust or otherwise enforce nny of the 
provisions of this Deed of Trust or of any obligat1ons secured by this Deed of 
Trust, or by reason of the release regardless of conSideration, of the whole or 
any part of the security held for said indebtedness, or by renson of the subor­
dination in whole or in part by Lender of the lien, security interest or rights 
evidenced hereby, or by reason of any agreement or stipulation with nny subse­
quent o\-mer or owners of the Secured Property extending the time of payment or 
modifying the terms of said indebtedness or this Deed of Trust without first 
having obtained the consent of Borrowers or such other person, and, in the 
latter event. Borrower and all such other persons shall continue liable to make 
such payments according to the terms of any such agreement of extension or 
modification unless expressly releosed and discharged in writing by Lender; (iv) 
regnrdless of consideration, and without the necessity for allY notice to or 
consent hy the holder of any subordinate lien or security interest on the 
Securetl Property, Leuder lIIily reiease the obligation of anyone at allY tinle liable 
for I\IIY o[ tho Indohtedueflf' or nlly pnn: of th" ""cllrity held [or the Illdebted­
iU'flU :l1I{1 Ullly I!xt .. 'lltl thtl t.(l1l0 uC pU}'l'lcHt {.tr {]th(H.~'l"lst! u1i.u.Jify the terms u[ sniu 
lltd,·l.t",tll""" lIInt/ur tlli!! Deeu oL TruRt \;ithout, ns to the security for the 
I:eltmlnder thereof, in anywise impairiug or affecting the lien or security 
:Lnterest of this Deed of Trust or the priority of such lien or security 
l.nterest, as security for the payment of the Indebtedness liS it may be so 
extended or modified, over any subordinate lien or security interest; (v) the 
holder of any subordinate lien or security interest shall have no right to 
terminate any lease affecting the Secured Property whether or not such lease be 
Eiubordinate to this Deed of Trust; and (vi) Lender may resort for the payment of 
the Indebtedness to any security therefor held by Lender in such order and 
ir.anner as Lender may elec t. 

19. UnSECURED INDEBTEDNESS. If any portion of the Indebtedness is nut, for any 
reasou whatsoever. secured by this Deed of Trust on the Secured Property, the 
full amount of all payments made on the Indebtedness shall first be applied to 
such unsecured portion of the Indebtedness until the same has been fully paid. 

20. SUllRCGATIO;l. To the extent that proceeds of the Note are used to p:1y any 
prior Indebtedness secured by an outstanding lien, security interest, clmr[;e or 
prior encumbrance against the Secured Property, such proceeds have been advanced 
by Leue!er at llorrower's request; alld Lender gllnll be gubrogaterl to any antI all 
rights, powers, equities, liens ane! Hecurity int£!restr, o'.J71ed or granted by any 
Q\Jner or ho 1der of sucll prior Indebtedness, irrt'spectlve of whether snid 
security illtt!rests, liens, charges or encumbrances nrc rcleased of record. 
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21. ADDITlutlAL SECURITY. To further secure the Indebtedness. Borrowers hereby 
grant a secur{tyin~t to lender in and to all personal property hereinubove 
described (all of such personal property and the proceeds is collectively 
referred to as the "Collateral". but the mention of proceeds of Collateral shall 
not be construed as an authorization for the sale or surrender by Borrm:ers of 
Collateral. The term "Collateral" shall be included in the terlll "Secured 
Property"). This document shall constitute a security agreement as well as a 
mortgage and deed of trust. The following applies with respect to Collateral: 

21.1 In ;:tddition to and cumulative of any other remedies granted in this 
Deed of Trust to Lender. Lender may. upon def ault hereunder. proceed under 
Chapter 9 of the Texas Business and Commerce Code as now adopted and existing 
and as it may hereafter be amended or succeeded ("Uniform Commercial Cade") as 
to ;:tIL or any part of the Collateral and shall have and may exercise with 
respect to all or any part of the Collateral all of the rights. remedies and 
powers of a secured party under the Uniform COluulercial Code. including. without 
limitation. the right and power to repossess. retain and to sell. at public or 
private sale or sales. or otherwise dispose of. lease or utilize the Collateral 
or ;:tny pnrt thereof nnd to dispone of the proceeds in any 1Il1ll111er an thorized or 
p"nu! tt,,,1 111,,1,,1' the "ppLIeu!>l" provlnJoml of the lJlIifol"lll (;olluuercinl t:oll(!. and to 
lll'l'ly the I'roc(!ells thereof toward I,ayment: of Lenller' s reasonable attorueys I fees 
snd other expenses and costs of pursuing. searching for. receiving. taking. 
keeping. storing. adVertising. and selling the Collateral thereby incurred by 
Lender. and toward psyment of the Indebtedness in such order snd msnner as 
lender may elect consistent with the provisions of the Uniform Commercial Code. 
Nothing in this psragraph (21) shall be construed to impair or limit any other 
right or power to which Lender may be entitled at law or in equity. 

21.2 Among the rights of Lender upon default and acceleration of the 
Indebtedness pursuant to the provisions hereof. and without limitation, Lender 
shall have the right (but not the obligation). without being deemed guilty of 
trespass and without liability for damages thereby occasioned. (i) to enter upon 
any premises where said Collateral may be situated and take possession of the 
Collateral. OF render it unusable. or dispose of the Collateral on Borrower's 
premises. and Borrower agrees not to resist or to interfere. and (ii) to take 
any action deemed necessary or appropriate or desirable by Lender at Lender's 
option and in its discretion. to repair. refurbish or otherwise prepare the 
Collateral for sale. lease or other use or disposition as herein authorized. 
Lender may at Lender's discretion require Borrower to assemble the Collateral 
and make it available to Lender at a place designated by Lender that is 
reasonably convenient to both parties. 

21.3 Lender shall give Borrower notice. by certified mail. postage prepaid. 
of the time ;:tnd place of any public sale of any of the collateral or of the time 
ofter I'hich any priv;:tte "::tIe or other intended disposItion thereof is to be made 
h,· "clHllll~ n<,ttl"<' t<, llon:oIJ(!r nt the a,ldrcsses of Borrot.'er set out belDl, oppo­
sIte their signatures nt least five (5) days before the time of the sale or 
other disposition. which provisions for notice Borrower and Lender agree are 
reasonable; provided. bowever. that nothing here in shall preclude Lender from 
proceeding as to both real and personal property in accordance with Lender's 
rights and remedies in respect to real property as provided in the Uniform 
Commercial Code. and without any notice to Borrower except for the notices 
provided for in paragraph (13) bereof. 

21.4 To the extent such may now or hereafter be permitted under 'fexas law. 
Lender is authorized to execute and file financing statements and continuation 
statements under the Uniform Commercial Code with respect to the Collateral 
without joinder of Borrower in such execution or filing. Ilonower shall execute 
and deliver to Lender such financing statements. continuation statements and 
other documents relating to the collateral as Lender may reasonably request from 
time to time to preserve and maintain the priority of the security interest 
created by this Deed of Trust and shall pay to Lender on demand any expenses and 
attorneys" fees incurred by Lender in connection with the preparation. 
execution. and filing of this Deed of Trust and of any financing statements or 
other documents necessary or desirable to continue or confirm Lenderls security 
interest. or any modification thereof. 1'1118 document. and any carbon. pboto­
graphic or other reproduction of this document may be filed by Lender and shall 
be sufficient ns a financing statement. ALi ar part of the Collateral is or is J"'­
to become fixtnres Oil the real estate constituting a portion of the Secured 
Property. but this statclll(!nt shall not impair or limit the effectiveness of thls 
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21. AlJDITlotlAL SECURITY. To further secure the Indebtedness. Borro .... ers h<!reby 
grant a security interest to lender in and to all personal property hereiuubove 
described (all of such personal property nnd the proceeds is collectively 
referred to ns the "Collateral". but the mention of proceeds of Collateral shall 
not be construed as an authorization for the sale or surrender by BorrO'.:ers of 
Collateral. The term "Collateral" shall be included in the term "Secured 
Property"). This document shall constitute a security agreement as well as a 
mortgage and deed of trust. The following applies with respect to Collateral: 

21.1 In nddition to and cumulative of any other remedies granted in this 
Deed of Trust to Lender. Lender may. upon default hereunder. proceed under 
Chapter 9 of the Texas Business and Commerce Code as now adopted and existing 
and as it may hereafter be amended or succeeded ("Uniform Commercial Code") as 
to nIL or any part of the Collateral and shall have and may exercise with 
respect to all or any pnrt of the Collateral nIL of the rights. remedies and 
powers of a secured party under the Uniform Comlliercial Code. including. without 
limitation. the right and power to repossess. retain and to sell. at public or 
private sale or sales. or otherwise dispose of. lense or utilize the Collateral 
or nlly pnrt thereof and to diopofle of the proceeds ill any lIlnllller authorized or 
pl"nnltl:C'tl 11\1d('1' the npplleublo pn)vlnlo1lfJ of the tllllfonn COl1lll1erCilll Laue, ~lld to 
1ll'I'1y the I'rocecc.la thereof toward pnyllll!nt of Lenc.ler's reasonable attorueys' fees 
and other expenses and costs of pursuing. searching for. receiving, taking. 
keeping, Btoring. advert is ing. and selling the Colla teral thereby incurred by 
Lender. and toward payment of the Indebtedness in such order and manner as 
lender may elect consistent with the provisions of the Uniform Commercial Code. 
Nothing in this psragraph (21) shall be construed to impair or limit any other 
right or power to which Lender may be entitled at law or in equity. 

21.2 Among the rights of Lender upon default and acceleration of the 
Indebtedness pursuant to the provisions hereof. and without limitation. Lender 
shall have the right (but not the obligation). without being deemed guilty of 
trespass and without liability for damages thereby occasioned. (i) to enter upon 
any premises where said Collateral may be situated and take possession of the 
Collateral, o.r render it unusable. or dispose of the Collateral on Borrower's 
premises. and Borrower agrees not to resist or to interfere. and (ii) to take 
any action deemed necessary or appropriate or desirable by Lender at Lender's 
option and t'n its discretion. to repair. refurbish or otherwise prepare the 
Collateral for sale. lease or other use or disposition as herein authorized. 
Lender may at Lender's discretion require Borrower to assemble the Collateral 
and make it avaIlable to Lender at a place designated by Lender that is 
reasonably convenient to both parties. 

21.3 Lender shall give Borrower notice. by certified mail. postage prepaid. 
of the tillle ,,"d pl"ce of any public sale of aJlY of the collateral or of the time 
nfter \..'hich aJlY priv"te Rnle or oth"r intended disposItion thereof is to be made 
I,,· "clHllll~ IlL'tIl'l' tll Bon:l1l,er at the "ddresses of Borrower set out belDl' oppo­
site thcit· sif\lIntures nt leaot five (5) days before the tiDle of the sale or 
other disposition. which provisions for notice Borrower and Lender agree are 
reasonable; provided. however. that nothing herein shall preclude Lender from 
proceeding as to both real and personal property in accordance with Lender's 
rights and remedies in respect to real property as provided in the Uniform 
Commercial Code. nnd without any notice to llorrower except for the notices 
provided for ill paragraph (13) Ilereof. 

21.4 To the extent such may now or hereafter be permitted under 'fexas law. 
Lender is authorizec.l to execute and file financing statements and continuation 
statements under the Uniform Commercial Code with respect to the Collateral 
without joinder of Borrower in such "xecution or filing. lJon:ower shall execute 
llnd deliver to Lender such finanCing statements. continuation statements and 
other documents relating to the collateral as Lender may reasonably request from 
time to time to preserve and maintain the priority of the security interest 
created by tbis Deed of Trust and shall pay to Lenc.ler on demand any expenses and 
attorneys" fees incurred by Lender in connection with the preparation. 
execution. and filing of this Deed of Trust and of any financing statements or 
other dDcuments necessary or desirable to continue or confirm Lenderls security 
interest, or any modification thereof. 1'hio document. and any carbon. photo­
graphic or other reproduct.ion of this document may be filed by Lender and "hall 
be sufficient as il financiJlg at"tement. All cr part of the Collateral io or is 
to become fixtures OJI the real estate constituting a portion of the Secured 
Property. but this statemellt 81",11 not impair or limit tile effectiveness of thIs 
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2.1. A!)ll 1T1otlAL SEClrrUn. To fur ther secure the I ndebtetlness, Borro"ers h(ueby 
grant~u~ityintere5t to lender in and to all personal property hereinabove 
described (all of such personal property and the proceeds is collectively 
referred to nS the "Collateral", but the mention of proceeds of Collateral sllall 
not be construed as an autllOrization for the sale or surrender by Borrowers of 
Collateral. The term "Collateral" shall be included in tile term "Secured 
Property"). This document shall constitute a security agreement as well as a 
mortgage and deed of trust. The following applies with respect to Collateral: 

21.1 In nddition to and cumulative of any other remedies granted in this 
Deed of Trust to Lender, Lender may, upon default hereullder, proceed under 
Chapter 9 of the Texas Business and Commerce Code as now adopted and existing 
and as it may hereafter be amended or succeeded ("Uniform Comoercial Code") as 
to all or any part of tile Collateral and shall have and may exercise with 
respec t to all or any part of the Colla teral all of the rights, remedies and 
powers of a secured party under the Uniform COlnlllercial Code, including, without 
limitation. the right alld power to repossess. retain und to sell. at public or 
private sale or sales, or otherwise dispose of, lease or utilize the Collateral 
or allY I'nrt thereof nnd to dinpoAe of lhe l'roc""t\s ill allY lIlmlller allthorized or 
1"'n,dtlr,1 111,,1('1" th" appLIcabLe provlrllollfl of the lhJlfontl !:otlllllf!rcial COO", ilUt! to 
npply the l'roc""os ther"of toward I'nymeut of Leuoer's reasonable attorneys' fees 
and other expenses and costs of pursuing, searching for, receiving. taking, 
keeping. storillg, adVertising. and selling the Collateral thereby incurred by 
Lender, and toward payment of the Indebtedness in such order and manner as 
lender may elect consistent with the provisions of the Uniform Commercial Code. 
llothing in this paragraph (21) shall be construed to impair or limit any other 
right or power to which Lender may be entitled at law or in equity. 

21.2 Among the rights of Lentler upon default and acceleration of the 
Indebtedness pursuant to the provisions hereof, and without limitation, Lender 
shall have the right (but not the obligation). without being deemed guilty of 
trespass and without liability for damages thereby occasioned, Ci) to enter UpOIl 
any premises where said Collateral may be situated and take possession of the 
Collateral, OF render it unusable. or dispose of the Collateral on Borrower's 
premises, and Borrower agrees not to resist or to interfere, and (ii) to take 
any action deemed necessary or appropriate or desirable by Lender at Lender' B 

option and in its discretion, to repair. refurbish or otherwise prepare the 
Collateral for sale, lease or other use or disposition aa herein authorized. 
Lender may at Lender's discretion require Borrower to assemble the Collateral 
and make it available to Lender at a place designated by Lender that is 
reasonably convenient to both parties. 

21.3 Lender shall give Borrower notice, by certified mail, postage prepaid, 
of the tim" alll! place of a.ny public sale of allY of the collateral or of the time 
nfter \..'hich lilly I'rivate RlIl" or oth"r intellded disposItion ther(>of is to be made 
hy "ell<llll~ llL,ti,'c' tLl BLlITt1lJC,r nt the addresses of Uorrower set out belOl, oppo­
slto theil" sigllntures nt lea(]t five (5) days before the tiule of the sale or 
other disposition, which provisions for notice Borrower and Lender agree are 
reasonab le j provided, b01Never, that nothing herein sha 11 preclude Lender from 
proceeding as to both real and personal property in accordance 1Nith Lender's 
rights and remedies ill respect to real property as provided in the Uniform 
Commercial Code, "nd 1Nithout allY notice to Dorro1Ner except for the notices 
provided for Ll paragraph (13) hereof, 

21.4 To the extent such may no1N or hereafter be permitted under 'fexas law, 
Lender is authorized to ,,,(ecute and file financing statements and continuation 
s ta tements under the Uniform Commercial Code wi th reepec t to the Co llateral 
wi~lout joinder of Borrower in such "xecuticn or filing. Borrower sball execute 
lind deliver to Lender such financing statements, continuation statements and 
other documents relating to the collateral as Lender may reasonably request from 
time to time to preserve and maintain the priority of the security interest 
created by this Deed of Trust and shall pay to Lender on demand any expenses and 
attorneys ,- fees incurred by Lender in connection with the preparation, 
execution, and filing of this Deed of Trust and of any financing statements or 
other documents necessary or desirable to contiuue or confirm Lenderls security 
interest, or any modification thereof. This dccument, and any carllon, photo­
graphic or other reproduction of this document may be filed by Lender and Ghall 
be sufficient as a financillg at<lter:lent. All cr pnrt of the Collateral io cr is 
to become fixtures CII the re<ll estnt" constituting a portion of the Secured 
Property, but this statem"nt shall llot impair or limit the effectivelless of thIs 
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document as a Becurity ngrC!C!lII(!nt or [lnanclng RtatC!l1Ient [or other purposes, alld 
thls Deed of Trust shall cOllstitute" fixture fln::tllcing statement and, as such, 
6111111 be filed for record in the real estate records of the county in which tile 
land covered hereby is located. Borrower shall not change Borrower's name 
without the prior express written consent of Lender. Tile name of the record 
owner of the. land covered hereby is the party or parties defined herein as 
Borrower. 

21.5 Unless otherwise disclosed to Lellder as herein provided, and except 
for the security interest grallted by this Deed of Trust, Borrower is the owners 
of the Collateral free of any adverse claim, security interest or encumbrance. 
Borrower shall defend the Collateral against all claims and demands of any 
person at any time claiming the same or any interest therein. Borrower bas not 
heretofore signed any financing statement alld no financing statement signed by 
Borrower is now on file in al~ public office except tlmse statements, true and 
correct copies of which have been delivered to Lender. So long as any amount 
remaills unpaid on the Indebtedness, Borrower shall not execute and there shall 
not be filed in allY public office allY such finallcing statement or statements 
"rrpl'tillr, the Cullaternl utller thall finauclug fltatellll'llt or stl1telllC!uts "ffectillg 
rhe C<,lll1tl'TlIl "the,' thllll Llllallelllg stl1temellts ill favur of Lellder hereullder. 

21.6 The security interest granted herein shall not be construed or deemed 
to constitute Lender or 'frustee as a ~trustee or mortgagee in possession of the 
Secured Property so as to obligate Lender or Trustee to lease the - Secured 
Property or attempt to do the same, or to take any action, incur any expellses or 
perform or discharge any obligation, duty or liability with respect to the 
Secured Property or any part thereof or otherwise. 

21.7 Borrowers' address is a herebelow set forth and Lender's address is as 
hereinabove set forth. 

22. ItEHEDIES OTIIER TIWl FORECLOSURE. In the event of default by Borrower in 
the performance of one or more of their covenants and agreement as set forth 
herein, Lender may, at its option, enter upon and take exclusive possession of 
the Secured Property and thereaf ter manage, use, lease and otherwise operate 
same in such manlier and by and through such persons, objects or employees as it 
may deem proper and necessary. Lender ~lall be likewise entitled to possession 
of all books and records of Borrower that relate to the Secured Property. The 
rights of Lender ullder this paragraHh may be enforced through an action for 
forcible entry and detainer or any other means authorized by law. 

23. IJlSCON'l'ItIUING HEHEDIES. If Lellder elects to invoke allY of the rights or 
relUedies provided for ill this lJeed of Trust, but thereufter determille" to 
,dtlHlrnw u1.' t11ocOlltluua "OlUe for filly renFJOll, it FJI1I111 haVE! the un'lunllfied right 
t .. tin flU, HllorOlll,.,1I II Ll 1'II1"ti"" shnll ba l1utOlllntienlly rostore,l nnd returlled to 
(h,'ll' ... 't'I'Pl'tiv,' I"'" ltionfl 1",,,nnlill~ tho luuuutllulI"!lS 1Illll thIs ducum"nt ns shnll 
I'll"" "xll1 te,1 1'1: iur tu tho invocation of Lender's rights under this lJeed of True t 
and the rights, powers alld remedies of Leuder under this Deed of Trust shall be 
aud remain in full force and effect. 

24. APPRAISEHENT MID REDEHPTION LAHS. Borrower waives the belief it of all laws 
now existing or that hereafter may be enacted prOViding for (i) any appraisement 
before aale of any portion of the Secured Property cOllUllonly known as 
Appraisement Laws and (ii) the benefit of all laws that may be hereafter enacted 
in any way extending the time for the enforcement of the collection of the Note 
or creating or extending a period or redemption from any sale made in collecting 
the Note COllUllonly kllown as Stay Laws and Redemption Laws. 

25. COOPERATION OF 1l01utOHER. Borrower agrees that it shall execute and deliver 
such other and further documents and do and perform such other acts as may be 
reasonably necessary and proper to carry out the intention of the parties as 
elCpressed in this Deed of Trust and to effect the purposes of this document and 
the loall transaction referred, to in this Deed of Trust. Without limitation of 
the foregoing, BorrOl,ers agree to execute and deliver such documents as may be 
uecessary to cause the liens and security interests granted by this lJeed of 
Trust to cover and apply to any property placed in., on or about the Secured 
Property in addition to, or replacement or substitute [or allY of ttle Secured 
Propln-ty. 
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doculnent as n Recuritr agreement or f Inanc lll~ "tatel11en t [or 0 ther I"lrposcs, and 
this iJeed of Trust shuil constitute a fixture flnancing atatellleHt and, as such, 
shall be filed for record ill the real estate records of the "oullty in which the 
land cO'lered hereby is located. Borrower shall not chnnge llorrower'" name 
witllDut the prior express written consent of Lender, Tl,e uame of tlte record 
owner of the· lalld covered hereby is the party Dr parties defined herein as 
Borrower. 

21.5 Unles 19 otherwise disclosed to Lender as herein provided, and except 
for tile security interest granted by this Ueed of Trust, Borrower is the owners 
of the Collateral free of any adverse claim, security interest or encumbrance. 
Borrower shall defend the Collateral agaiust all claims and demands of any 
perSOIl at any time claiming ~Ie same or any interest therein. Borrower has not 
heretofore signed any financing statement alld no financing statement signed by 
Borrower is now on file in allY public office except those statelllents, true and 
correct copies of wllich have been delivered to Lender. So long as any amount 
remains unpaid on the Indeb tedness, Borrower shall not execute and there shall 
not be filed in any public oHice auy such fini1Ucing statement or statements 
nffpt'tilll! tile Collateral other thall financing Rtate"",ut or stntelilelits affectillg 
I"lle Cullutt't.:lll "th"" thull flIlUII<llllJ; stute11lellts ill favor of Lender hereunder. 

21.6 The security interest grauted herein shall not be construed or deemed 
to constitute Lender or ~rustee as a trustee or mortgagee in possession of the 
Secured Property so as to obligate Lender or Trustee to lease the - Secured 
Property Dr attempt to do the same, Dr to take any action, incur any expeuses or 
perform or discharge any obligation, duty or liability with respect to the 
Secured Property or any part thereof Dr otherwise. 

21.7 Borrowers' address is a herebelow set forth and Lender's address is as 
hereinabove set forth. 

22. REHEDIES OTHER TIWI FORECLOSURE. In the event of default by Borrower in 
the performance of one or more oI·······their covenants and agreement as set forth 
herein, Lender may, at its option, enter upon and take exclusive possession of 
the Secured Property and thereafter manage, use, lease and otherwise operate 
same in such manner und by and through such persons. objects or employees as it 
may deem proper and necessary. Lender shall be likewise entitled to possession 
of all books and records of Borrower that relate to the Secured Property. The 
rights of Lender uuder this paragraHh may be enforced through an action for 
forcible entry and detainer or any otlter means authorized by law. 

23. UISCONTItlUING HEHEDIES. If Lender elects to invoke any of the rights or 
rellledies provided for in this lJeed of Trust, but thereafter dcterlililleS to 
Idthdrnw 01: tilllCOlltlllllO 1I1l1II" for OilY renr;oll, it a\ll111 Itova til" 111!tju"llfied rJght 
t" ,\" .w, I,""rolll"'" "ll I'nrtills 91'1111 uo IIlJtolllntiulllly rOfltorcd nlld ,eturlled to 
tit,' ll' '-J"'I'I'l'tiv" 1"'11 U:i",,,, 1·""lInl1l1~ tho IllullUtoulillStl 111 III thls dOCllI"""!: lis sholl 
1111,," ""lilted l'ri'H'- tu thu invocatioll of LI!!nJer' S rights unJer this Veed of 1'ruBt 
alld the rights, powers awl remedies of Leuder under this Ueed of Trust shall be 
and ,emain in full force and effect. 

24. APPRAISEHENT NlD REDEHPTrON LAl~S. Borrowe r 'Waives the bellef it of all law!! 
now existing or that hereafter may be enacted providing for (i) any appraisement 
before aale of any portion of the Secured Property com:nonly known as 
Appraisement Laws and (ii) the benefit of all laws ·that may be hereafter enacted 
in any way extendillg the time for the enforcement of the collectiOll of the Note 
or creating or extellding a period or redemption from any sale made in collecting 
the Note COrnLlonly knolln as Stay Laws and Redemption Laws. 

25. COOPERATION OF llO!UtOUJ':U. Dorrower agrees tttat it shall execute and deliver 
such other and Iurther documents and do aud perfor];) such other acts as may be 
reasonably necessary and proper to carry out the intention of the parties as 
eKpt"essed in this Deed. of Trust and to e(fect the purposes of this document and 
the loan transaction referred. to in this Deed of Trust. Without limitation of 
the foregoing, Borrovers agree to execute and deliver such documents as may be 
llecessary to cause the liens Ilnd security interests granted by this lJeed of 
Trust to cover and apply to any property placed in, on or about the Secured 
Property in addition to, or replacement or substitute [or allv of the Secured 
Propel- ty. -
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t10CUlncut os n Recurity agreement or flnauclllg Rtatemellt [or other I",rpo""s, alld 
thls lJeed u[ Trust shall cunstitute a fixture [luallcillg statelllellt alld, as such, 
shall be filecl fur record iu the real estate records of the coullty in which the 
land cove red he reby is located. llurrower shall no t change \lor rower' B name 
without the prior express writteu consent of Lender. TI.e llame of the record 
owner of the. laud covered I.ereby is the party or parties defined herein as 
llorrower. 

Z1.5 Unless otherwise disclosed to Lellder as herein provided, and except 
for the security iuterest grautecl by this Ueed of Trust, llorrower is the owners 
of the Collateral free of any adverse claim, security interest or encumbrance. 
Borrower shall defend the Collateral ogaillst all clailns and demands of any 
persou at any time claiming the same or any interest therein. Ilorrower has not 
heretofore signed any financing statement aud no financing statement signed by 
Ilorrower is now on file in allY public office except those statements, true and 
correct copies of wltich have been delivered to Lender. So long as any amount 
remaills uupaid on the Indebtedness, Ilorrower shall not execute and there shall 
not be filed in auy public office auy such fin,lllcing statemen~ or statements 
"f[pl'tiHr. tile Collaterlll other thall fillauclllg RtatelllL'ut or fltatelllellts affectillg 
I'l,e C"lllltl'l'lIl "the,' t111111 flllUI\\!lllg stlltclllellts iu favor of L\!lIder hereullder. 

21.6 The security interest grallted herein shall not be construed or deemed 
to constitute Lender or ~rustee as a ·trustee or mortgagee in p05session of the 
Secured Property so as to obligate Lender or Trustee to lease the, Secured 
Property or attenrpt to do the same, or to take any action, incur any expellses or 
perform or discharge any obligation, duty or liability with respect to the 
Secured Property or any part thereof or otherwise. 

21.7 Ilorrowers' address is a herebelow set forth and Lenderls address is as 
hereinabove set forth. 

22. REHEDIES OTHER TIWI FORECLOSURE. In the event of default by Ilorrower in 
the performance of one or more of their covenants and agreement as set forth 
I,erein, Lender may, at its option, enter upon and take exclusive possession of 
the Secured Property and thereafter J1lBnage, use, lease and otl,erwise operate 
game in such manner and by and through sucl, persons, objects or employees as it 
may deem proper and necessary. Lender shall be likewise entitled to possession 
of all books and records of Borrower that relate to the Secured Property. The 
rights of Lender under this paragral1h may be enforced through an action for 
forcible entry and detainer or any other means authorized by law. 

23. lJISCOll'l'HIUING I\EHEDIES. If Lender elects to invoke any of tire rights or 
rellledies provided for in this Ueed of 'fruflt, but therenfter determines to 
"tth<Ll'a\J or <lloCOlltlllllO ~Ol\l" for lilly rengon, it .. hnll lIave tire ulltlunltfied right 
tt' ... '0 no, uhl.lrolll'oll Il Ll l'urtiuEI allall 00 1I1itolllntil!nlly rOEltorcd cilid retlJrllcd to 
t hi' ll" rclt'l,pptivf' !'l'Jlll:iollfl l'l'~IIL'dlllg tllo IluJuotoulleS9 1I11J thls dOClIlIIC'lIt 11::1 ahol1 
Ir""" '''<illted 1'1'10" llJ tlru ill"ucntion of LI!lIder's rights under this lJeed of TruAt 
and the rights, powers alld remedies of Lender under this Ueed of Trust shall be 
and remain in full force and effect. 

24. APPRJ\ISEHENT AIlD REDUIPTION LAI'S. Ilorrower waives the benefit of all laws 
now existing or that hereafter may be enacted providing for (i) any appraisement 
before sale of any portion of the Secured Property cOUWlonly known as 
Appraisement Laws and (ii) the benefit of all laws ,that may be hereafter enacted 
in any way extending the time for the enforcement of the collection of the Note 
or creating or extending a period or redemption from any sale ruade ln collecting 
the Note commonly known as Stay Laws and Redemption Laws. 

25. CQOPERATlOtl OF llORRmliOR. Borrower agrees that it shall execute and deliver 
such other and [urther documents and do aud perforLJ such other acts as may be 
reasonably necessary and proper to carry out the intention of the parties as 
exp['eBBed in this lJeed of Trust and to eEfect the purposes of this document and 
the 10 au transaction referred. to in this Deed of Trust. Without limitation of 
the foregoing, Ilorrovers agree to execute and cleliver such documents as may be 
lIecessary to cause the liens and security interests granted by this Deed of 
Trust to cover and apply to any property lliaced in, on or about the Secured 
Property in addition to, or replacement or suustitute [or any oEtt,e Secured 
Propel'ty. 
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26. SUCCESSORS rum ASSIGNS. The covenants herein contained shall illure to the 
benef it of Lender and Trustee, their heirs, legal representatives, successors 
and assigns, and shall be binding upon the respective heirs, legal representa­
tives, successors alld assigns of llorrower, but nothing in this paragraph shall 
constitute an authorization for llorrower to sell or in any way dispose of the 
Secured Property or any part thereof if otherwise prohibited by any of the terms 
hereof. 

27. CONSTRUCTION. Hherever used in this document, unless the context clearly 
indicates a contrary intent or unless otherwise specifically provided herein, 
the words "Deed of Trust" shall mean this Deed of Trust and Security Agreement 
and any supplement or supplements hereto, the word "11orrowers" shall mean 
"Borrower, its heirs, legal representatives, successors and assigns, and/or any 
subsequent owner or owners of the Secured Property", the word "Lender" means 
"Lender" or any subsequent lawful holder or holders of the Note or other Indebt­
edness secured hereby". the word "Note" shall Inean any note secured by this Deed 
of Trust and I1ny renewals, extensions and rearrangements thereof the word 
"person" shall mean "an individul1l, corporation, trust, partnership or unincor­
l'orl1t,," 111""ocilltton", and the pronouns of allY gender shall include the other 
1~{'"d{'!."H, ;'11<1 ,'1th,,!." the s1l1g"llll: ot' plural nhall lllclude the other. 

28. ATTORNEYS' FEES AND CUSTS. If Lender or Trustee (1) commences a Judicial 
actioll or nonjudicial proceeding or takes any other actlon, with or W'ithout 
instituting litigation, to enforce any of the provisions of this Deed of Trust 
or (i1) engages all attorney to appear in any judicial action or nonjudicial 
proceeding commenced by any person concernillg this Deed of Trust including but 
not limited to actions or proceedings (a) under the Bankruptcy Laws of the 
United State or any state, (b) for condemnation, (c) under the California 
Probate code, (d) in connection with any state or federal tax lien or (e) 
involving mechanic's or materialman's liens or stop notices, then in any of such 
events, Borrower shall pay reasonable attorneys' fees for the services performed 
by any attorney (including Lender I s in-house at torneys) re tained by Lender or 
Trustee pursuant to this paragraph and all costs and expenses incurred inci­
dental to any such proceeding. 

29. LOAN AGREEHENT. This Deed of Trust and the Note are subject to the 
provisions of that certain Loan Agreement dated, for reference purposes only, as 
of July 15, 1985, entered into between Borrower and Lender for the loan secured 
hereby. 

30. CONTROLLING LAH. This Deed of Trust has been executed ill the County of San 
Diego, State of California and shall be controlled by and interpreted according 
to the applicable laws of the State of California, except to the extent that 
llpplicable federal laws and regulations are in conflict, in which case. such 
ll\'plicable fcdernl lows and regulations shall control; however Idth respect to 
l."'hh'r' f1 r1 r,h t!1 Ilnd remedies 119 to the Secured Property, the npplicable laws of 
the State of Texas eh"ll control. 

! IN TESTU10NY llEREOF, Borrowers have executed this 
__ ~tt~~~t~~~~~~ __ ~~~ ______ , 1985, at San Diego, California. 

() 
Address of Borrower: 

LCU4:1021:7/18/85 

Borrower: 

LTD. , 
Limited 

09315 0661 

Deed of Trust on 
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Loan No. 9U376U3 

26. SCCCESSORS AND ASSIGNS. The covenan ts herein contained shall inure to the 
benefit of Lender alld 'l'rustee, their heirs, legal represeutativf2s, successorS 
and assigns, amI shall be binding upon the respective heirs. legal representa­
ti ves, successors and assigns of (lorro;,ler. but nothing in this paragraph shall 
constitute an autllOrization for Ilorro;,ler to sell or in any ;,lay dispose of ttle 
Secured Property or any part thereof if otluH;,Iise prohibited by any of the ter.ns 
hereof. 

27. Hherever used in this document, unless the context clearly 
indicates a contrary intent or unless other;,lise specifically provided herein. 
the ;,lords "Deed of Trust" shall mean this Deed of Trust and Security J\greement 
and Bny supplement or supplements hereto, the ;,lord "llorro;,lers" shall mean 
"Borro;,ler, its heirs, legal representatives, successors and assigns. and/or any 
subsequent owner or o;,lners of the Secured Property", the ;,lord "Lender" means 
"Lender" or any subsequent la;,lful holder or holders of the Note or other Indebt­
edness secured hereby", the word "Note" shall mean any note secured by this Deed 
of 'frust and nny renewals, extensions and rearrangements thereof the word 
"person" shall menu "an individual, corporation, trust, partnersllip or unincor­
I'0rllt..," n"socintlon", nnd the pronouns of .111Y !tender shall include the other 
g('lId,-t"u, ;111<1 l-ttl,er the slnglllllr Ot" plural 1111'111 .Lncl",le the other. 

28. 1I1'TOfUlEYS' FEES IINU CUSTS. If Lender or Trustee (1) commences a Judicial 
action or nonjudicial proceeding or takes any other action, ;,lith or W'ithout 
instituting litigation, to enforce any of the provisions of this Deed of Trust 
or (ii) engnges un attorney to appear in any judicial action or nonjudicial 
proceeding commenced by any person concerning this Deed of Trust including but 
not limited to actions or proceedings (a) under the Bankruptcy Laws of the 
United State or any state, (b) for condemnation, (c) under the California 
Probate code, (d) in connection ;,lith any state or federal tax lien or (e) 
involving mechanic's or materialman's liens or stop notices, then in any of such 
events, Borrower shall pay reasonable attorneys' fees for the services performed 
by any attorney (including Lender I s in-house attorneys) re tained by Lender or 
Trustee pursuant to this paragraph and all costs and expenses incurred inci­
dental to any such proceeding. 

29. LOlli, J\GREEl1ENT. This Deed of Trust and the Note are 6ubject to the 
provisions of that certain Loan J\greement dated, for reference purposes only, as 
of July 15. 1985, entered into bet;,leen Borrower and Lender for the loan secured 
Ilereby. 

30. CONTROLLING LJ\\-/. This Deed of Trust has been executed ill the County of San 
Diego, State of California and shall be controlled by and interpreted according 
to the applicable 1a;,ls of the State of California, except to the extent that 
applicable federal lu;,ls and regulatiolls are in conflict, in which case, such 
,'I'plicoble fcderol 10;,18 find regulations shall coutrol; however ,,1th respect to 
"L'lhlt-!"' n rir.h t!> IIlld rCnlf2dies 1111 to the Secured Property, the npplicable laws of 
til" Stat!! of Texas shall control. 

! IN TESTUIONY HEREOF, Ilorrowers have executed this 
__ ~tt~;;~\t~~~~~ __ ~~~ ______ ' 1985, at San Diego, California. 

Ueed of Trust 

Address of llorrower: Borrower: 

GREEN TREE, LTD., 

a ca&.= Limil:e~dar.tn~ rsld 

By: ~~4 
Patrick II. Judd. 
Gi<oeral Partner 

f (/(1 dLLr'~v' -..." L.r;:< 

,) 
093[5 0661 LCU4:1U21:7/18/85 
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26. SCCCESSORS AND ,\SSIGI1S. The covenants herein contained shall inure to the 
benefit of Lellder and Trustee, their Ileirs, legal representatives, succeSsors 
anrl assigns, and shall be binding upon the respective heirs, legal representa­
tives, successors and assigns of [lorrower, but nothing in this paragraph shall 
constitute an authorization for Dorrower to sell or in any way dispose of tile 
Secured Property or any part thereof if otllerwise prohibited by any of tile terms 
he reof. 

27. CONSTRUCTION. t-Iherever used in this document, unless the context clearly 
indicates a contrary intent or unless otherwise specifically provided herein, 
the words "Deed of Trust" shall mean this Deed of Trust and Security IIgreement 
and any supplement or supplements hereto, the word "Dorrowers" shall mean 
"Borrower, its Ileirs, legal representatives, successors and assigns, and/or ony 
subsequent owner or owners of the Secured Property", the word "Lender" means 
"Lender" or any subsequent lawful holder or holders of the Note or other Indebt­
edness secured hereby", the word "Note" shnll mean any note secured by this Deed 
of 'rrust and any renewals, extensions and rearrangements tllereof the word 
"person" shall mean "an individual, corporation, trust, partnersldp or unincor­
I'orllt,," oflsocilltion", ond the pronollns oC any f.ender shall include the other 
/:,',,,I,'u., ;11111 L'llh"r the "lnr-lIlnr Ot" plural nhall lncl"de the olher. 

28. IIT'l'OfU1EYS' FEES liND COSTS. If Lender or Trustee (1) commences a Judicial 
action or nonjudicial proceeding or takes any other action, witll or .,.itlIDut 
instituting litigation, to enforce any of the provisions of this Deed of Trust 
or (ii) engages an attorney to appear in any judicial action or nonjudicial 
proceeding commenced by any person concerning tlds Deed of Trust including but 
not limited to actions or proceedings (a) under the Bankruptcy Laws of the 
United State or any state, (b) for condemnation, (c) under the California 
Probate code, (d) in connection with any state or federal tax lien or- (e) 
involving mechanic's or materialman's liens or stop notices, then in any of such 
events, Borrower shall pay reasonable attorneys' fees for the services performed 
by any at torney (including Lender's in-house at torneys) re tained by Lender or 
Trustee pursuant to this paragraph and all costs and expenses incurred inci­
dental to any such proceeding. 

29. LOllI' IIGREEHENT. This Deed of Trust and the Note are subject to the 
provisions of tllat certain Loan IIgreement dated, for reference purposes only, as 
of July 15. 1985, entered into between Borrower and Lender for the loan secured 
Ilereby. 

)0. CONTROLLING LIII,- This Deed of Trust has been executed in the County of San 
Diego, State of California and shall be controlled by and interpreted according 
to the applicable laws of the State of California, except to tile extent that 
nl'plicable federal laws and regulations are in conflict. in which case, such 
"l'l'licuble federlll lows ond regulations shall control; however "ith respect to 
I.L',hh'l·' f1 right" O1nd remedies liS to the Secured Property. the ol'plicable laws of 
th" State oC Texas sloall control.. 

! IN TESTHIONY IIEREOF, Dorrowers have executed this 
__ ~tt~~~t~i4~~~~ ___ ~~~ _____ ' 1985, at San Diego, California. 

() 

Deed of Trust 

Address of Dorrower: 

LCU4:1U21:7/1B/B5 

Borrower: 

GREEN TREE, LTD., 

a ca~.~ Limited Par/frsh~ /( 

oy: ~4(~-;;7; 
Patrick II. Judd, ~ 
G,,~eral part~r 

Ju.tnv, . C-;< 
Gregory I • ,&hx 

093 15 0661 

on 
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IJ " j • 
STATE OF L~LL-t~IY-\ILL£''-' 

I I . 
COUNTY OF xJQA,<... DLf.t')U § 

Loan Ho. 90J7&OJ 

iJ 
On ili~~J ;{J (1 tiS- before me, the under-

signed, a Notaryublic in nnd for said State. personally appeared Patrick A. 
Judd, !>-a->ffi<mally ktJ.own.-t~e (or proved to me on the basis of satisfactory 
evidence) to be the person who executed the within instrument on behalf of the 
partnership and acknowledged to me that the partnership executed the same. 

I.JITNESS my hand and official seal. 

(This area for official 
notarial seal) 

OFFiCIAL Sl-;Al. 
fOm; HONG 

NOf Am' f"UDUC· CAlir;OnHtA 
SAN DIEGO COt.,.fH't 

Ml' CO""1I't hp'f"u HO"o' I J 19f7 

:::::,0:, 1::~~ ! 
On a~1J..4<-+ ";2,; t q ~ before me, the under-

signed, a Notaq Public tn and for sa.id State, personally appeared Gregory R. 
Cox, ...pllriiillruillly J.u:Lown--t~or proved to me on the basis of satisfactory 
evidence to be the person whose na.me is subscribed to the within ilistrument and 
acknowledged that he executed the same. 

WITNESS my haud and official seal. 

Signature 

LCU4:1021:7/1B/85 

/\/01. 
(This area for official 4F?y 
notarial seal) 

. OffiCIAL SEAL 
fONG LEONG 

NO r Any rlJlIUC • CAUr-OON'A 
SANO:EUOCOu~ry 

.h,.""""~~ At, Co,.,,, ... r"r".' NfOlt I) ,",'87 

0662 

s, 
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STATE OF _...:{!::::..;.(I;::G,,:u--f·I_~_f9-_\:...:I..:u...:',-C_L/ __ 
j r ' 

WQ,y, .... DLLl\U § COUtlTY OF 

Loan Ho. 9U37603 

IJ 

On {ltl?;v.-J ;( ) (q gs- before me, the under-
signed, a Notary1{lublic in and for said State, personally appeared Patrick A. 
Judd, l"~ .. n611y known-I;G-me (or proved to DIe on the basis of satisfactory 
evidence) to be the person who executed the within instrument on behalf of the 
partnership and acknowledged to me that the partnership executed the Bame. 

HITNESS my hand and official seal. 

:::::yD:, 2:!D:;:: ! 
On a~Jw-f- AJ ( q ~ , before me, the under-

signed, a Notary Public In and for said State, personally appeared Gregory R. 
Cox, -PQ;;goa,a] 1y .d<illown--to-=me.....0r proved to me on the basis of satisfactory 
evidence to be the person whose name is subscribed to the wit\lin itistrument and 
acknowledged that he executed the same. 

IHTNESS my hand and of ficial seal. 
1VO'4 

(This area for official Fry 
Signature notarial seal) 

LCU4:1021:7/18/85 0662 

Ue~ri of Trust - Texas 
Page 14 of 14 

STATE OF __ {!=-(l.:;.G_u--I·I_~_f9-_\_,_u._'_C_L/ __ 
j r ' 

WQ,y, .... DLLl\U § COUtlTY OF 

Loan Ho. 9U37603 

IJ 
On (ltU:..;tLJ;..;f ;< ) (q gs- before me, the under-

signed, a Notary1{lublic in and for said State, personally appeared Patrick A. 
Judd, l"~ .. n611y known-I;<>--me (or proved to DIe on the basis of satisfactory 
evidence) to be the person who executed the within instrument on behalf of the 
partnership and acknowledged to me that the partnership executed the Bame. 

HITNESS my hand and official seal. 

:::::yD:, 2:!D:;:: ! 
On a~lW-f- AJ ( q ~ , before me, the under-

signed, a Notary Public In and for said State, personally appeared Gregory R. 
Cox, -PQ;;goa,a] 1y .d<illown--to-=me.....0r proved to me on the basis of satisfactory 
evidence to be the person whose name is subscribed to the wit\lin itistrument and 
acknowledged that he executed the same. 

IHTNESS my hand and of ficial seal. 
1\10'4 

(This area for official Fry 
Signature notarial seal) 

LCU4:1021:7/18/8S 0662 
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fEE: 

LEASEHOLD: 

FILED 

:1~DS "I~G 20 PI! 2= 15 

GF II 

Loan No. 9037603 

Lote 1 and 2 of LAURA tillDlTIDN, an 
Addition in Travis County, Texas, 
according to the map or plat thereof 
recorded in Volume 64, Page 39, Plat 
Records of Travis County, Texas. 

That certain Groundlease dated July 
28, 1983 be tween Gregory R. Cox as 
Lessor and Green Tree, Ltd. , a 
California Limited Partnership as 
Lessee, recorded in Volun,e 8184, Page 
627, Deed Records of Travis County. 
Texas. 

EXllllllT 

09315 0663 
- 9 -

fEE: 

LEASEHOLD: 

FILED 

:IDDS ,'IL'G 20 PI! 2: 15 

GF It 

Loan No. 9037G03 

Loto and 2 of L,\URA lIllDITIOll, an 
Addition in Travis County, TelC<ls. 
according to the map or plat thereof 
recorded in Volume 64. Page 39. Plat 
Records of Travis County. Texas. 

That certain Groundlease dated July 
28. 1983 between Gregory R. Cox as 
Lessor and Green Tree. Ltd. , a 
California Limited Partnership as 
Lessee. recorded in Volunle 8184, Page 
627, Deed Records of Travis County, 
Texas. 

EXlIIIlIT 

093' 5 OG53 
- 9 -

FEE: 

LEASEHOLD: 

FILED 

:laDS ,'IL'G 20 PII 2: ! 5 

'V 

(f)'Jllry "~I ("'" 
n'(;l'fC f Jfl\ ':,- . ',1'0 

" , , .\ v,i, T,I','x;'5 

GF 1/ 

~' Lea..l 

Loan tlo. 9037G03 

Lata and 2 of LAURA i\lJDlTIOll, an 
Addition in Travis County, TelC<l9, 
according to the map or plat thereof 
recorded in Volume 64, Page 39, Plat 
Records of Travis County, '[exas. 

That certain Groundlease dated July 
28, 1983 between Gregory R. Cox ae 
Lessor and Green Tree, Ltd., a 
California Limited Partnership as 
Lessee, recorded in Voluble 8184, Page 
627, Deed Records of Travis County, 
Texas. 

EXllIllIT 

09315 0553 
- 9 -
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ByCHRlSKRAUL 
and-GLENN F. BUNTING, 
TifM' Sl!:ff wrUn. 

Chula VisLi Mayor Grei CoJ: 
re<:ei ved a $2:,2· rrulhon rul eal.lle 
loan from Home Federal SaVinp ... 
Loan A:lsll. in AUi}lSL, 1985, and 
later, cast votes for two mull\llUl· 
lion·dollar developmeot Pl'ojecll 
by the San Diego lender without 
disclosing the IQ.iIJl, 

Cox. who needed the 52.2 minion 
to aVOid default on a 123· unit 
apartment complex he and 10 other 
inveSLors owned in Austin. Tex.. 
did not 1151 the loan on his annual 
finanCIal di.sclosure fomu for the 
past two years. On April' 2. (Ax 
amended b.iJ economic: ,lJltemenl.l 
to mclude the loan after learning 
that The Times had inqulIed about 
the lransaction. 

The nUlyor was obligated to 
disc I~ the loan under sLite Politi· 
cal Reform Act law. that require 
public offictllis to report loal\l ex· 
ceeding 110,(0) troql banD ~ 
conduct bulfneu 1n'loa.I ~-'1lbl~ll tions, said Jeanette Tu'rym:-T , 
spokeswoman for the slJlte Fair have been listed. ' Political f'nctices Cornmiasion. . ~ eo..: The political reform Laws ILISO ' ., " " ~Ot I:l'lob Vila prohibit a public official from malt· ' •. ' C"".", • j!' , Ulg deciBiol'lS that benefit lOurcea of . '-. , 

~~::::.~.;E;:~.:f.~ ~~. income if similar loan terrl'lS are ..... """ ~ _ avaJJable generally, accumulated over' the put •• "If I'm guilty of anything. It', years u a ~af rul ~~ 
perhaps that the loan sbould have yln~~d' Int., bu1.~';~,r ~,c, , been listed." said Cox. who added "'-..J ~ that it never occurred to him that After '~: Ill&t ". TbiwiI the loan posed any conflict of'll'" looIt1n.I illto !iii ftzI.anclall:Ou­interest ble., <:ox II,¥I. hII __ ChIIla VIsta 

In an interview last w~k in b.iJ City AtLQrney 'lbomu HlJ'TOn Chula VIsl& olnce, Cox said that he whet.bt,. M ha<t t10laLed any dis· did not receive any spe<:ial \rUt· clO&\U'e or coonlct·of·interest ment from Home Federal and the awl. Harton metred Cox to the financing -absolutely did not influ· FPPC in Sacramento. which told. ence my votes in any way" on the (Ax to JII.bmIt detW In W1i~'''' 
two development projecl.l. ~''-<4' ,Yilt ..... A Home Federal rpokeawoman. .' ~)If'., 
Monica WUey. saJd thaI l!" of ~ Horne Fedenl's real ata1e loaN hcIerti'" - .nOf~· 
are made on propertie! ouUide the lIDlDtdlatdY whether he a.c1Ad state, and that the mstltution's loan proJlf!fly in DOt disclosing the \o&n. to Cox followed "conservative un· Turvill &aid vUUation at di'lc:lo-derwrltingstandards," sure or ~~.inLerest prov!. Cox. 38. w:ho was elected mayor lIloDl at ~ ~l'otiIlcal Rel"0I1Il [II 198!. said !)., '- in "Mrious" Act can IUU1t ., IIoth clv'J &lid financialltnlts. Home F..:Ien.! had ~al_~Tbt FPPC e&JI scheduled an AprlI 7 f~ .... eu: .dml~. fiD.. of auction to IIell lhe-'AUIItin q)6rt. ~pe~4Dd:",tm! ments after (Ax's il!ve1IlDr IlOOP ~4111h~ y. u.. IOIIl 
defaulted OIl the IoiIoD late last yev. ~~, ,F' . The aucUoo was J)QItponed II. t.bt .. m. '. 
last mlnute When IJl unnamed ~~IlIe,law. buyer expre.ased inletUt in the 1Md1.Q1&~iPL·,". l.e property. Cox said HoIne J'tdIrIl:..w.t ~ ... \0-Cox s.aid he stands to I~ as sid:Iart.lkmI CqiIalI>t'tl~ ~i much all $117,1)),) il lhe Austin CQrp .. i.t IlIlUdpalinJ with ~ ,C property ts foredosed on, A new PI_ ''If.A:SQ'~.l1 r:) 

.jC RE!~' "r::c,-:-:,y~ •• ~ .. ~_-.c-•. -:-__ -.-_-:-".-",~_c-.<=-.~ .. =-<>-:-"-,,,,~. ------.:,--..... - .......... ~, -J;=... of !e 
ca~ he ba.sl<:ally COpted the mfor· 
:r,a Uon from hlB 1984 form. 

"-I revlewed lhe 1984 one and I 
dJ(fn'l notice any changes as I 
looked through it and did not 
reflect on Ih. tiel thlt th. Texu 
'l'JIIInl"UllI"tv k.A h .... ". .... IJ ......... /Ilf to "' ... 

"wil;· 

Cox said Home Federal waS the Hey I 
only bIJlltJnB in.I!tlll.lUon that would s ~mm 
icnd him the S2.2~ on rea- mlt a 
sonab,le terrl'lS.'CaJf~MW be was no C,ty c 
lonaer' actiVely manaainl' .he ln.'i 
~~,~t'.'!: ~~L ~~, '~ral ,e· ~om", ... 

- -, -I l. . J i 

: u: :: 

By CHRIS KRAUL 
and GLENN F, BUNTING. Ti_. Sttlff Wriln. 

Chula VisU Mayor Gre, Col; 
received a $Z.2·mllhon rul e.~'" 
loan from Home Federal SaVin,. .... 
Ulan A.ss D. In A ug)J.1Il. 1985. and 
later cast votes for lwo mulUmiI. 
llan-dOiJar developmellt ptojiect.& 
by the San Olego lender withoui. 
disclosing the loan, 

Cox. \1/ ho needed the $22 rnil.lion 
1.0 avoid default on a 123. unit 
apartment complex he and 10 other 
mvesl.ors owr.ed in AWiun. TelL. 
did not lISt the loan on his annual 
flnanc;a,! c1i.s4:losure fllmU for the 
piiSt two yean. On April 2. Cox 
amendlMl ru. economic: ,Utementa 
In rnclude the loan after learning 
that The Times had inqurred about 
the trlll'lllaction, 1.00 ....... ~ 

The mayor wu obl"ated 1.0 , ', • , 

diSClose, the loan under lUte Politi· 'lf'I' ',gulltil:nf ,i, ~ 
cal Reform Act law. that N!quire m":.~ d' , .~ 
public officl&ls In report loal\l ex· an_' '" '_ ' ":::., 
ceeding 110.000 from banU, , :tha.l~, .. ill( " " ". 
conduct buGn_ InIocaJ ~_~ " 
tions, said Jeanette Tu'rvm:;-r' " .', '»,," 
spokeswoman for the sute Four have been lISted. 
Political Practices Comm.i.sslon. 

The political reform law, a.\.Iio 
pruhlbit a public officlaJ from nWI:' 
ing decllliol\l that benefit IOUTC" of 
income. in lOme cues Inc:ludlns 
loans, However. the law exempli 
commercial loans as I 8OUl'I:e of 
mcome if stmHar loan terms are 
avallable generally, 

"If I'm guilty of Ulything. It', 
perhaps that the loan should have 
~n listed." sald Cox. who added 
that It never occurred to bJm that 
the loan posed any conlliCt of 
mterest 

In an lnt.erview liIlIt week In ru. 
Chula Vista ornee, Cox satd that he 
did not receive any special trut· 
ment from Home Federal and the 
financing -abSOlutely did not mllu· 
ence my votes in any way" on the 
two development prO,lec:ta. 

A HOrne Federal spoKe.'WOman. 
Moruca Wiley. III.ld thaI 15" of 
Home FedenJ's real .t.Ue ltIoI.I\I 
are made on properties ol.lLllide the 
state, and that the mstltution's loan 
to Cox followed "conservative un· 
derwriting sla!1dards." 

Cox. 38. w,ho was elected mayor 
ill 1981. said ~ II \n ~Mr\oU9" 
financial atraita. HOlDe F~ra1 had 
scheduled U1 April 1 f~ 
auction to tell ~'AUIItin apert. 
men\!; after Cox's iDvet\.Or ifou:p 
defaulted 011 W Ioau late Wt year, 
The auction was paatponed at the 
last minute when an unnamed 
buyer expre.ucd inLerelt In the 
property. Cox S3Jd 

Cox s.ud he sunds to 1O&e as 
much a3 $I 17,(00 Lf ll:le Austin 
property tS foredos.ed on. A new 

IU 
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By CHRIS KRAUL 
.tndGLENN F. BUNTING, 
TUM. ~ff Writna 

Chula Visl4 Mayor Grei Col; 
reeelYe<i .t $2.2·rrullion ruJ HqlA 
loan from Home Federal Savinp" 
LDan Assn. In Aug:.lZ1. 11185. and 
later cast votes lor Lwo llIUltimil· 
00n .do.lar dev.lopmellt Pt~1.&, 
by I he San Otego lender without 
di s cI os; f\8 the lo.a.n. 

Cox. who needed !.he $2.2 million 
lO avoid default on a ill· unit 
apartment complex he and 10 o!.her 
mvesJ.o~ owr,ed in AWllUl. Tex.. 
did not list the loan on his annual 
fminClal dixlosure fQl1T\li for !.he 
pest two yeus. On Apnl 2. Cox 
amende4 lui ~onomk: ,l.atemenla 
to mel ude the loan after learning 
that The 11mes had mqulred about 
!.he transaction. 

The mayor was obh,ated to 
disclose the loan under sl4te Politi­
cal Reform Act lawl that N!quire 
publJc orficl.Wi to report loana e.J:. 
ceedillg 110,000 tram bank.I ~ 
conduct bwd.o_ lftlocal ~ 
tions, said Jeanette Turvm:-a-­
spokeswoman for the Slate Fair 
PolltlcAJ Pnetlcea Comm.ia&IOll. 

The politicAJ reform Law. 1..180 
proillblt a public offiCial from nWI,' 
illg deei4lollol that benefit IOW'CH of 
income, in lOme ~ Intludlna 
loans. However, !.he law aempla 
commerclAJ loan$ as • source of 
mcome if similar 1000n terms are 
avaIlable generally 

"If I'm gullty of anything, It" 
perhaps !.hat the loan .hould have 
~n IJsted," sa.\d Cox. Who adQed. 
that It never occurred to bJm tbat 
!.he loan posed any eonfuet of 
Il1terest 

In In inlervlew I iUlt week in lui 
Chula Villa ornee, Cox saJd that he 
did not re-celve IIny 'pedal trot, 
men t from Home Federal iIld !.he 
financing" absolutely did not mnu, 
enee my votes III any way" on !.he 
two development proJe<:la. 

A Home Federal IIpQItHWOIlWl. 
Moniu WUey. aid thai ~ ... of 
Home Fedenl'J real.-taLe lo&nI 
are made on properties oUtlide the 
state, and that the Institution's loan 
to Cox followed "conservative un· 
derwriting SLa./ldards," 

Cox. 38. w.ho WiUI el~led mayor 
U\ 198!. wd he III \n ~MnoWl" 
financW .tra.ila. Home Ftderal had 
scheduled an April 1 f~ 
auction to RU lM-' AUItiII 1pU't. 
men I.S &l1G Cox'. IllvesIDr I\l'OUP 
defaulted 00 UUlIoilD late laIly611:, 
The audiOll was poIIlponed at the 
last IlUnUl.e when an 1HloDIomed. 
buyer exprU5f:!l inWUl in !.he 
property, Cox saJd. 

Cox $,ud he stands to lOGe as 
much as $I 17,IXXl if \.he Austin 
pn~rty '" foreciC>S<!d on. A ne", 

caCi8e he basically COPied the II1for· 
:naUon from hi. 1984 form. 

") reVIewed the J9S4 one and 1 
won't notice any changes as I 
looked through it ilnd did not 
reflect on Iha fset !.h.t Ln. Ta.u 
~l'1Jn~"1 v ~ It'; "' •• '" •• n"" ...... 111 ,. ,..~ 

,,~iI>, 

have been listed,' 

Cox laid Home Federal Wi.! the 
an:y b.ankJng 1l1.5tlluUon I.h.at would 
lend h1rD !.he S2.2Jll1llioo on rea· 
sonable terma.-CoJ!:Ml4 he Wi.! no 
lonler', actlnl), malll.,inl' Ihe 
~~,~!'~ ~~l Ht-~, Ttqtr&l r.· -
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DATE: 

TO: 

FROM: 

SUBJECT: 

CITY Of 
CHUlA VISTA 

OFFICE OF THE CITY ATTORNEY 

CONFIDENTIAL 

April 21, 1987 

Gregory R. Cox, Mayor 

Thomas J. Harron, City Attorney 
v 

Political Reform Act - Conflict of Interest 

On tonight's agenda there is an item involving Bonita Long Canyon 
Partnership. Specifically, item ;'lumber 12 i;'lvolves a ""esolutio;'l 
approving an agreement between the City and Bonita ong Canyon :0 
not protest the formation of an undergrounding district. 'v 

have requested advice as to whether a loan you co-signeo 
involving a property in Texas would r uire you to staln rrO:11 
participating in any decision affecting Bonita Long Canyon. 
After researching this issue and discussing it with John McLean, 
a staff attorney for the Fair Political Practices Commission, it 
is my opinion that you do not have a conflict of interest in this 
matter and may participate. 

DISCUSSION 

You have co-signed on a loan from Home Feral Savings and Trust 
to a joint venture which owns some apartments in Texas. Home 
Capital is a wholly owned subsidiary of Home Federal. Home 
Capital is a partner with i'1cMillin in the Bonita Long Canyon 
Partnership and El Rancho del Rey. On tonight's agenda is an 
item invol vi ng a proposed ag r eemen t bet ween the City and the 
Bonita Long Canyon Partnership. 

The Political Reform Act and specifically Government Code §87100 
states that no public official shall make, participate in making 
or in any way attempt to use his official position to influence a 
governmental decision in which he knows or has reason to know he 
has a financial interest. Go ernment Code 871 3 defines a 
financial interest. It states: 

I, !i\ rt 0 fie i a 1 
decisi n \;i'ithin 

s a 
he 

inancial 
rneanl i] 

it is re ona:; y 
eci cn \\i'ill 

r 1 

:1 rest n 
Section C5 / 
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SUBJEC'l': 

CITY OF 

CHULA VISTA 
OFFICE OF THE CITY ATTORNEY 

C00iFIDE0iTIAL 

April 21, 1987 

Gregory R. Cox, Mayor 
/' / 

Thomas J. Harron, City Attorney ~ 
v 

Political Reform Act - Conflict of Interest 

On tonight's agenda there is an item involving Bonica Long Canyon 
Partnership. Specifically, item number 12 involves a .o::esoluticn 
approving an agreement between the City and Bonita Long Canyon =0 

not protest the formation of an undergrounding district.lcu 
have requested advice as to whether a loan you co-signed 
involving a property in Texas ',,,ould require you '::0 abstain Eros 
participating in any decision affecting Bonita Long Canyon. 
After researching this issue and discussing it with John McLean, 
a staff attorney for the Fair Political Practices Commission, ; t­

is my opinion that you do not have a conflict of interest in this 
matter and may participate. 

DISCUSSION 

You have co-signed on a loan from Home Federal Savings and Trust 
to a joint venture which owns some apartments in Texas. Hose 
Capital is a wholly owned subsidiary of Home Federal. Home 
Capital is a partner with iljc~1illin in the Bonita Long Canyon 
Partnership and El Rancho del Rey. On tonight's agenda is an 
item involving a proposed agreement between the City and the 
Bonita Long Canyon Partnership. 

The Political Reform Act and specifically Government Code §87100 
states that no public official shall make, participate in making 
or in any way attempt to use his official position to influence a 
governmental decision in which he knows or has reason to know he 
has a financial interest. Government Code §87103 defines a 
financial interest. It states: 

"l\n. officiJ.I r:a::3 a -Ei:-:..J.ncial ir:tere~::t in :::-1 

that 
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CITY OF 

CHULA VISTA 
OFFICE OF THE CITY ATTORNEY 

C00iFIDE0iTIAL 

DATE: April 21, 1987 

TO: Gregory R. Cox, Mayor 

FROM: 
/' / 
• 'I 

Thomas J. Harron, City Attorney ~ 
v 

SUBJEC'l': Political Reform Act - Conflict of Interest 

On tonight's agenda there is an item involving Bonica Long Canyon 
Partnership. Specifically, item number 12 involves a .o::esoluticn 
approving an agreement between the City and Bonita Long Canyon =0 

not protest the formation of an undergroundi;"g district. Ycu 
have requested advice as to whether a loan you co-signed 
involving a property in Texas ',,,ould require you to abstain Eros 
participating in any decision affecting Bonita Long Canyon. 
After researching this issue and discussing it with John McLean, 
a staff attorney for the Fair Political Practices Commission, ; t­

is my opinion that you do not have a conflict of interest in this 
matter and may participate. 

DISCUSSION 

You have co-signed on a loan from Home Federal Savings and Trust 
to a joint venture which owns some apartments in Texas. Hose 
Capital is a wholly owned subsidiary of Home Federal. Home 
Capital is a partner with iljc~1illin in the Bonita Long Canyon 
Partnership and El Rancho del Rey. On tonight's agenda is an 
item involving a proposed agreement between the City and the 
Bonita Long Canyon Partnership. 

The Political Reform Act and specifically Government Code §87100 
states that no public official shall make, participate in making 
or in any way attempt to use his official position to influence a 
governmental decision in which he knows or has reason to know he 
has a financial interest. Government Code §87103 defines a 
financial interest. It states: 

"i\n. officiJ.I r:a::3 a -Ei:-:..J.ncial ir:tere~::t in :::-1 

reasonably that 
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Mayor Gregory R. Cox 
April 21, 1987 
Page 2 

a •••• 

b •••• 

c. 

Home Federal is a commercial lending institution and the loan ta 
the joint ven t ure in Texa s ';Vas on terms generally avai able to 
the public. For this reason, your relationship th Home 
Federal/Home Capital fits squarely into §87103(c) and 'lOU 

therefore have no financial interest in this decision. Chu 
Vista Munici Code Section 2.04.550(B) encourages 
councilmembers to vote unless disqualified for aauae ace y 
a vote of the Councilor by the opinion of the City Attorney. 
Wi thou t th i s approval, a counc i Imember who abstai:;s, 1 neff ect, 
consents that a majori of the quorum acts for him. 

Based upon Government Code §87103 and my discu si n :,.'ith FPPC 
staff, i is my opinion that you have no conflic f interest in 
voting on matters that affect the Bonita Long Canyon Partnership 
and there is no legal requirement that you abstain. 

TJH:clb 
cc: City Council 

City Manager 

2802a 

Mayor Gregory R. Cox 
April 21, 1987 
Page 2 

a •.•• 

b •••• 

c. Any source of income ... other than loans cy 
a commercial lending institution in the 
regular course ot business on :::erms 
a'lailabl'2 to the r?ublic without _cegarQ to 
official status. 

Home Federal is a commercial lending institution and the :oan to 
the joint ven t ure in':' exa s was on terms generally avai laDle to 
the public. For this reason, your relationship ~ltn Horne 
Federal/Home Capital fits squarely into §87103(c) ":l.nd yeu 
therefore have no financial interest in this decision. Chu.l.s. 
Vista Municipal Code Section 2.04.550(S) encourages 
councilmembers to 'lote unless disqualified for cause accepted ty 
a vote of the Councilor by the opinion of the City ;..ttorney. 
fr'li thout this approval, a councilmember who abstair;s, 'r ef:ect, 
consents that a ~ajority of the quorum acts for him. 

Based upon Government Code §87103 and my discussion ',-ii th 
staff, i is my opinion that you have no conflict of interest n 
voting on matters that affect the Bonita Long Canyon ?artnersh p 
and there is no legal requirement that you abstain. 

TJH:clb 
cc: City Council 

City Manager 

2802a 
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Page 2 

a •.•• 

b •••• 

c. Any source of income ... other than loans cy 
a commercial lending institution in the 
regular course ot business on :::erms 
a'lailabl'2 to the r?ublic without _cegarQ to 
official status. 

Home Federal is a commercial lending institution and the :oan to 
the joint ven t ure in':' exa s was on terms generally avai laDle to 
the public. For this reason, your relationship ~ltn Horne 
Federal/Home Capital fits squarely into §87103(c) ":l.nd yeu 
therefore have no financial interest in this decision. Chu.l.s. 
Vista Municipal Code Section 2.04.550(S) encourages 
councilmembers to 'lote unless disqualified for cause accepted ty 
a vote of the Councilor by the opinion of the City ;..ttorney. 
fr'lithout this approval, a councilmember who abstair.s, 'r ef::ect, 
consents that a ~ajority of the quorum acts for him. 

Based upon Government Code §87103 and my discussion ','j i t. h 
staff, i is ~y opinion that you have no conflict of interest n 
voting on matters that affect the Bonita Long Canyon ?artnersh p 
and there is no legal requirement that you abstain. 

TJH:clb 
cc: City Council 

City Manager 

2802a 



CllY Of 
CHUlA 

OFFICE OF THE CITY CLERK 

April 20. 1987 

TO: Mayor Greg Cox 

FR: Jenn~e Fulasz, City Clerk 

RE; Di~~~gsure of investment of Texas property 

(; 

:; \vnen Y9tl filed your annual Statement of Ec:momic Interests for the 
", year 198:5 filed; jon March 30, 1984, you disclosed investments which 

were clearly out5'1d'e the jurisdiction of th City. One disclosure 
was your investment in property in Austin, Texas. 

I informed you at that time that there was no need for you to disclose 
any of these interests. The law clearly an interest in real 
property in the jurisdiction if it is located in, or i~ithin, two miles 
of the jurisdiction. Real property is within the jurisdic tion a 
city if it is located in or within two miles of the jurisdiction or 
wi~h'l:h two miles of any land owned or used by the City. 

t ' (; 

Th~ law furth'er states that a business entity or source of income 1S 

lo((::cited in, 'or doing business in the jurisdiction if it or a parent, 
su;a:;;idiary, or a related business entit' r : 

i • 

, ' , .. 
1(1 • Manufactures, distributes or sells products or services on a 

regul~r basis in the jurisdiction. 
" Plans to do business in the jurisdiction. 

Has done business in the jurisdiction within the previous two years. 
Has an interest in real property in the jurisdiction. 
Has an office in the jurisdiction. 

Therefore, Greg, as you can see, there was no need for you to disclose 
any interests on your investment of the property in Austin, Texas at 
the time you filed this annual Statement. 

CllY OF 
CHUlA VISTA 

OFFiCE OF THE CITY CLERK 

April 20, 1987 

TO: Mayor Greg Cox 

FR: Jennie Fulasz, City Clerk 

PJ,:; .~, Di~n~<?sure of investment of Texas property 

I'; 

:; When y~)tl filed your annual Statement of Sc)nomic Interests for the 
s year 1983 - filedlon March 30, 1984, you disclosed investments which 

were clearly outs"ide the jurisdiction of this City. One disclosure 
was your investment in property in Austin, Texas. 

I informed you at that time that there was no need for you to disclose 
any of t~ese interests. The law clearly defines an interest in real 
property in the jurisdiction if it is located in, or wi thin, two miles 
of the jurisdiction. Real property is within the jurisdiction or a 
city if it is located in or within two miles of the jurisdiction or 
wi;t,h'll1 two miles of any land owned or used by the City. 

(: 

Th% law furth'er states that a business entity or source of income lS 

loeclted in, 'or doing business in the ju-risdiction if it or a parent, 
su;h~idiary, or a related business enti;t:r: 

, , 
i ': 
!(I 

Manufactures, distributes or sells products or services on a 
regul~r basis in the jurisdiction. 

Plans to do business in the jurisdiction. . 
Has done business in the jurisdiction within the previous two years. 
Has an interest in real property in the jurisdiction. 
Has an office in the jurisdiction. 

Therefore, Greg, as you can see, there was no need for you to disclose 
any interests on. your investment of the property in .\ustin, Texas at 
the time you filed this annual Statement. 

CllY OF 
CHULA VISTA 

OFFiCE OF THE CITY CLERK 

April 20, 1987 

TO: ~ayor Greg Cox 

FR: Jennie Fulasz, City Clerk 

PJ,:; .~, Di~n~<?sure of investment of Texas property 

I'; 

:; When y~)tl filed your annual Statement of Sc)nomic Interests for the 
s year 1983 - filedlon March 30, 1984, you discloseJ investments which 

were clearly outs"ide the jurisdiction of this City. One disclosure 
was your investment in property in Austin, Texas. 

I informed you at that time that there was no need for you to disclose 
any of t~ese interests. The law clearly defines an interest in real 
property in the jurisdiction if it is located in, or wi thin, two miles 
of the jurisdiction. Real property is within the jurisdiction or a 
city if it is located in or within two miles of the jurisdiction or 
wi;t,hil1 two miles of any land owned or used by the City. 

(: 

Th% law furth'er states that a business entity or source of income lS 

loeclted in, 'or doing business in the ju-risdiction if it or a par en t, 
su:h~idiary, or a related business enti;t:r: 

, , 
i ': 
!(I 

Manufactures, distributes or sells products or services on a 
regul~r basis in the jurisdiction. 

Plans to do business in the jurisdiction .. 
Has done business in the jurisdiction withln the previous two years. 
Has an interest in real property in the jurisdiction. 
Has an office in the jurisdiction. 

Therefore, Greg, as you can see, there was no need for you to disclose 
any interests on. your investment of the property in .\ustin, Texas at 
the time you filed this annual Statement. 
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.~'rllcl Long Ca" {on one of two prOjects for Nhlch Chula Vista 
'.'", '""eg '~;,15 cast affirmative votes. Co)( received a 

$2 .2-milllon loan from Home Federal Savings & Loan. A Home 
Federal subsidiary IS ~ JOint developer of Bonita Long Canyon. 

MAYOR: Cox Failed to Tell of Loans From S&L 
l ontinued Crom Pa~. I 

!-.1c~~llIm Ir. ,,;olnt venture ,l; 
CWO maJor 1;1 Chula 

• ,,',a tb: 4.028· \;;,,,t Hancho DE'i 
P.(::. ,,:,d the' 862· .;r,ll BOlllla Long 

'r 

5~:1~ \ r t: -= r ~;.' 
tt',a'. fhl:'.c ~·ecc:J. 

;:ca! ,.1,' :-('(zdi 
'J., ():' the 0;;(> 

lr; a:', Apr:. 2 CO"t'r ,etter aecoIT', 
pany:r,g h.~ a~7'.(\~":(·d ~J~(; :t1: 

F'ul,,:,l C:)x v. 7' 

:11J! he ~i': e\.( 

hecause he sU:i ownej the land 
Cox >ald that he received no 

spe'llai treatrner,\ (rom HOlr,e Fed· 
eral In applYing for and getllng the 
\0u:-, 

'l;;c :4.1c: ~;-',~!~ lhe 
in~o dei,)~;,~ J!ij '·,I>.:as In t' 

s.lio~'s lheJ h.lIH,Lcd I', .i. .. ~ i.l.iCIi ........ 

prorJ(,,('U tret:' :~1()ra.orlum. said he 
fE'.l tr.~ CI":; :'.{·('·j~d to build schools 
and · ... Icen nJaQS before aliowmg 
the construe lion oi any more hous· 

\...-".\ '-~;~ dgv;:l>.·, ~:-,t\ :~·,L'':'''1>.J:-,-

,~':;~ dliu Jl 'A'dS ,~:!.'\er C0:~5icered [Dr 

... 

---........... --------------~~ .. - ~,----------~-------

'---'-'-­.--~-' .. _.-

::,~'rlltd Lor,~; Carl yon one of two prOjects for which Chula Vista 
'.~", (~~eg CC);'_ ',ilS caSl aHlrmatlve votes. COx received a 

$2.2-milllon loan from Home Federal Savings & Loan. A Home 
Federal subsidiary IS [J JOint developer of Bonita Long Canyon. 

MAYOR: Cox Failed to Tell of Loans From S&L 
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aevelop two rna,lOr proJE'cts In Chula 
Vista: the 4,02il-ur,!~ EI Rar,cho Del 
Rey and the 862-unlt Bor-Ita Long 
Canyon, both located In the hills 
and canyons along H Street east of 
Ihterstate 805, Included In the El 
Rancho Del Rev project IS a 100-
a£re industrial bUSiness park, 
'On several occasIOns since he 

received the S22-rnllllOn loan, Cox 
cast votes In favo; of the two 
proJects, 
. In December. Ej<;'i, Cox votcd 

wnh thE' cound maJorllY to in-
crease the unilS In Bonita 
Long Canyor, to units from the 
prenously appro\'cd 826, He JOined 
the Chula \':,ta c-.,y Council last 
Au,\,-1st In ur.ar.\[T,ou,ly approving a 
:m.::1 ,dbdl\':~ICI~ p;,.Cl for the proJ­
eq 

Although the underlYing zomng 
for.-the El Rancho Del Rey project 
",as approved before Home Federal 
~rchased the property In January, 
l!}86. Cox has since participated in 
n~merous counCIl votes concerning 
rnlnor development details In the 
i'fl"!.1Ject area ~\,:ch a~ utility ease­
f'ilcnts and road c,,,;:~strucllon. 
i:Cax said It never occurred to him 

- t[\at his actlOns on the projeclS 
~sed a potential conflict of interest 
f~ him. In fact, Cox ,e<:alls the 
\'Oles as being procedural rather 
tKan substantive, He said he Will 

~sult With the City attorney 
before partiCipating In future votes 
o~ Home Federal proJects. 
.:" [A confllct J nol on I ',' never 

ci!curred to me. but It would never 
"'apprn," Cox said "Their handling ar. the loan wa~ on a bU!'.lness baSIS 
aond Issues that I deal With before 
the Cit)' CounCil arc 5'trlctly Viewed 
00 the basis ()f what's bE'5t for the 
CQ.y of Chula Vista 
: 'C:ox said he neglected to Include 

the Home Frderai loan on hiS 1985 
economic I::t!'rest sc..atement be· 
cause he baSically copied the Infor­
mallon Irom hIS 1984 form. 

"[ reViewed th(: 1984 one and I 
didn't no tiC!, any changes as I 
looked through It and did not 
reflect on the fact that the Texas 
property had bern refinanced." Cox 

... ,,' "urne r eacral was the or,(' 
that made the loan." 

In an Apr,; 2 coV('r I('ttcr accom­
panYing hiS amended finanCial 
statements to Cltv Clerk Jennie 
Fulasz. Cox wrot~. "Out of ' ... 'hat 
may be an excess of caution. I have 
deCided to ft!e thiS supplemental 
diSC losure." 

Cox beea,,,e ,;'1',olv('d In the 
Texas apar: menl, In 1979 whe:; he 
organized a group of 10 I,,\'es~or,. 

Includmg se\rral far.llly r.ler.lhrrs. 
to purchase ~he Gazebo, Apart­
ments out CJf foreclosurp Two 
years later. afl('r the Texas econo­
rry soured anr: ter.ilnt occ'Jpanc)' 
levels fell s:g::!f.caIHI:· at the Gaze­
bos. Cox a,r! ",:< ,,~r::;C'r;: :oegan 
look·.ng :s~ a ~,II\ e~ Th~ b·;:idlr.g 
had ~('l;i01IS ..:::",':r'.';I"J: f;a'A':::, .1r:ri 
the parU1('rs \\ Ct": u::ab1e '(', fl::d a 
lender \0 fmilnee renO\'atwns of the 
property. Cox said, 

Cox sold the apartments In 1983 
to an Investor group organl7.ed by 
Pa',rIck Judd. a friend of Cox's and a 
co-mvestor In other real e;:tale 
deals, Cox rE'tamed owncrshlp of 
the land 

By mld-l:'jS~ rox and Judd 
needed a loan to help them save the 
failing property, They approached 
three local lenders-Home Feder­
al. Great Amencan First Savings 
Bank and Coast Savings & Loan 

At the lime. both Hom(' Federal 
and Great Amencan were aCl\vely 
developing large residential proJ­
ects In Chula Vista. In July, 1984 . 
Home Capital Development Corp 
paid $9.7 millIon for Bonita Long 
Canyon Home Capital then 
brought In budder Corky \1c\1111ln 
as a JOint venture partner to ron· 
struct the homes Great American. 
also In partnership · .... ·Ith ~1cMtllln, 
was In the procr,s of developing 
Terra ~ova. a :,I).')·unlt hou,Ing 
developmcniin the' sami" area, 

Cox said Home Fedcral was the 
only banking Instltulton that would 
lend r,lm the $22 mlilton on rea­
sonable terms Cox said he was no 
longer ac\!vE'ly managing the 
apartments. but Home Federal re­
qUIred him to CO-SIgn the note 

Cox ~ald that he rcc~1 v('d r',Q 

speCial treatment from Home red­
eralln apply:nl2 ~or and 'i(:~~:;.g the 
loan. 

"The fact tha~ the property went 
Into default and was In foreclosure 
shows they handled It as a bUSiness 
transaclton," rox said. "In the 
event there IS J need to foreclose, 
they ''''1\1 foreclose on me as they 
would an\'or.e e:s(' .. 

Cox and Judd received the loan 
In Augu~t, 198'· In Ihat same lime 
pCrIod. rox p:,\\ ('(: a krv ~c>le In 
npg0u III I ng d r ;\;~;p:"cr,"i :::-C 1 r.a t 
v..:OL.:ld hilng .1:': ::;dl~~"'rla: bu~l!''';cs~ 
park and Increased hOUSIng der.s:ty 
to EI Rancho Del Rey, wh,ch wa, 
purchased h\ Ho;;.E' rede,a l ,,' 

Jar.\;ary.19FJ, 
C();r'l>munH~· g:-0:JrCZ, ''JPP'':;>('(~' '\hc 

rezor.lni<l pmpo::;,j ;,nC thr";,:c,:,,d 
to force a halk,t !I;ltlall\ C :: the 
counCil approved the bUSiness park 
and Increased hOUSing den"ny Cox 
met wllh community Iraders and 
the property owner, The Gersten 
Companies, to hammer out a com­
promise. 

Cox suggc.<ted an altN:':atlve 
that p~o\'lded Industrlal develop­
ment only on the north side of H 
Street and 10% less reSidential 
denSity to thr EI Rancho Del ReI' 
proJect. brtnglng the total number 
of dwellings to '1.028. AccordIng to 
Chula VIsta Planntng Director 
George Krempl. the counctl ap­
proved the plan In ~ovember. 1985 

In Januar\. 1986. Home Capital 
bought the EI Rancho Del Rey 
project for $27 IT! Illton. 

Last Decerr b'~r Cox obJectrd to a 
proposed moratorium on buIldIng 
permits for homes east of Interstate 
8 In Chula Vista, includIng the EI 
Rancho Del Rev and BonIta Long 
Canyon proJrcts Wh:\e Fhnlta 
Long Canyon I, In the Inilial l'tage,­
of development, EI Rancho Del 
Rey faces SIgnIficant hurdle, thl:­
summer whrn drveloper, · ... ·111 suh 
r.llt a subdl\'!'~lon map proposal 
City offiCials say thaI, It will be a', 
least two yrars before homes are 
completed In EI Rancho DI'I Re)' 

CounCIlman DaVid ~1alcolm, who 

prUpO~CLl \fl(' ;;,:,~al"~:ll:T:, rot 
fel', the <:I'..Y r.'?('den '."" nUllrj SC~0C~ 
and w:1en ~('\i1tj;: bl':ore "11(1".\ Irg , 
,he co;:str',;r: ::J i"" ;;.n~f ~ 
es. 

Cox argued against the mClrarilrt­
um and It was ne\'t'r consldrred hr 
a formal counCil vott' Asked If 
there was a cor.fllct Ir. arguwl; 
against the propnsC'<1 morato;tu;.. 
Cox said. "To ~,(' hone';:t. I c'),'\ 
knew 

'The rauor."le I rad In Of>pn;::,~ 
t~e mO;(lto!'":',;r:"': \1.,";' ·,r.rl~, :t l1()::)~l 

',lIth :r;,f(llP"" "'T','')r:tt''~· " 
'')'''G'JiI:i r.{Jve (~C " j~: 'J.";r1p'--:::-" ;: 
East H ;;~:",ee' 

:-'\alcoim. ,,\:;c. [,:"" oPPos('c C(,X 
cr\ a n;';~'\b('~ c:: (~·:·.-('>~jp;ner.t l~'\~:f';; 

~;; Ch~la \'15':,J ."~d:;"! tr:dt h'? ~TJ:;!;~\": 
\r:a', Co;'-; d(:I:~d";(!' cc;;cca:(",~ ~:, 

In\'clvf'rr:,~;" -".;':: :':1., (If !!"d'"' t'l:'.' 

IJrge'<[ (1evpi"nc;' 
"Greg ha:-; h(>r:~ J g\,,(\jJl, n:ayor ~\j; 

Chula Vista." :-':alc,;lrr ,aid '1 
could say uneq\llvo('aI1y that If 
there was a rr Ista K('. It wa, ,c.;. 
honest ml!''..akc I don't know wh,·. 
It IS or what ha(;pc1';f'r:. b'jt I '.r.·.r'·" 
that basicall\' (';;(;12' ~as bee;; \·,.,r'. 
honest an,1 \ cr. r:T.r.;:g:-:, .. , '." 
everyone, 

Cox. a former high school l('a('~, 
er, said he inve:::('(! In 10 San D\c~f) 
and Texas rcal e,tatE' projects 'Jvr~ 
the past 15 \'c"r;c S~art\n" \,1,',;); a 
duplex In ~al!nnal City. Cew grad'J' 
ally bUilt up en(j~jgh "c;u:ty tc rn:\ 
projects the "17.C ,.)1 the Gazebo;: 

The Austin arartment COlT,pl(,x 
was not the (Jnl: Investme'"t rj,$(l,' 

ter for Cox 
In Februan, Cox Ion betwe!'r 

SI5CJ.lfJO and S200.()'X) whf'n he a~1cj 
sevrral partners lost a court bilt~ic 
to r",,'ers(' th" Septemher, 19S1 
for('('\nsure Of a 70 - unIt apanmc1; 
corrplex In San A [,':liO 

In Januarv. 1 CF;:r;. Cox \;-.,k ,:.,,', ,1 

s3':l.w) rrrsona: '.I,,<('c·,l~e(j :(' ,'­
from People, B;Jr,k if; ChUiJ \':~' 
to PJ" propNt\ '.a\(', ("1 lr.p t~: 

bien Au;;un ~lpar'.rr.l"r1t (,ornpln 
Said Cox "The holr(JC:'t thl:,g 

accept about tre prolliems. d.­

though they ha\'(' not h('rn all 'Jf 

my own dOing, 1< that thr In\'('~'­
ment-, ha v(: not bref1 a ~u('re,:: " 

Qeyelop two ~a)()r p;o)ects In Chula 
Vista: the (028 - :JG!t F.I Rancho Del 
Rey and the 862- una Bor:lta Long 
Canyon. both located In the hills 
and canyons along H Street east 01 
Interstate 805 Included In the EI 
Rancho Del Rey project IS a 100-
acre industrial business park. 

. On several occasIOns since he 
received the S2.2-r.lllJon loan. Cox 
cast votes tn lavo; of the two 
proJects. 
'In ~cember. lrj~~ CO) voted 

With the council majr,nty to In 
crease the housl:':g ~.tnl:' In Bonita 
Long Canyon to 8G2 lJr,:ts from the 
preVIously appro,ed 826. He JOined 
the Chula \':na C"~Y CounCil last 
August In ur,a ;',', :0",0:';:: I :,' approving a 
:m.:;1 ;;dbdl\':q(.I~ p;,,:1 for the pro]-

e" 
Although tt'.e underlYing zomng 

f~.the EI Rancho O€I Rey project 
",as approved before Home Federal 
~rchased the property In January, 
\.%6, Cox has since participated in 
nymerous council votes concermng 
mlnor development details In the 
;rrOJert area s;:ch a" utility ease­
f\lcms and road ('-,r~~lruct!On. 
i.-Cox said It never occurred to him 

- tr.at his actions on the projects 
P,lsed a potential conflict of Interest 
f~ hirr. In fact. Cox recalls the 
'>"Oles as being procedural rather 
tkan substantlve 'He said he Will 
c;tnS'Ult With the elly attorney 
tiI!Ifore part:clpatlng In future votes 
0]\ Home Federal proJects. 
'/[A con:'l'cti not only never 

<X!curr·ed to me. but It would never 
~ppen," Cox said "Their handling 
,:If, the loan wa, on a bU~lness baSIS 
.md Issues that I deal WIth before 
the CIlY Council arc 5lrlctlY Viewed 
00 lhe baSI!' of w\':a\'~ hE'S't for the 
QQ.y of Chula Vista' 

. 'Cox said he neglected to Include 
the Home Frckra', loan on hIS 1985 
eConomiC I:-:trreq s:.<l.tement be· 
cause he baSIC a Ilv cOfJled the mfor­
malion from hiS W84 form. 

"\ revIewt'd tht' 1984 one and I 
dIdn't notl(,(, an> changes as I 
looked thro'Jgh It and did not 
reflect on the fact that the Texas 
property had bc("n refinanced." Cox 

." ... ,.,,,me r cacral was the or:(' 
that made the loan' 

In an Apr:; 2 CO\'Cr I('[le~ accom­
panYing hiS amended finanCIal 
statements to City Clerk JennIe 
Fulasz. Cox wrote. "Out of · ... ·hat 
may be an excess of caullon. r have 
deCided to flie :hl' supplemental 
dISC iosure." 

Cox bccarr,e \:,solved in the 
Texas apar:mNl'." In 1979 whe:-: he 
organized a g:-oup of 10 In\'e'lor~. 
mel udlng SC\ eral far-Illy members. 
to purchase ~hC' GrlzchO, ;'..part­
ments out of fnreclosurl' Two 
years later, afler the To:as econo­
my soured a:,,('. [e,';ant ocC'~pancy 
levels fell sIgnd,cilllli:; at theCaze­
bos. Co': ae"!".C ,'~:-:re~, :'cgan 
look·.ng :G:- a ',;1\ r, Tr.C' rr:::cl1r:g 
had CP:-j(j,t,>: ";',;':( ~',;"J: f;2' .... ;~, ,'1r:ri 
the partrH'r!' ." c: ': unab,e :c. fl:1d a 
lender to fInance renovations of the 
property. Cox said 

Cox sold the apartments In 1983 
to an mvestor group organl7.ed by 
Pa tnck JUdd. a friend of Cox s and a 
cO-Investor In other real ~;:tale 
deals Cox r€'talned ownership of 
the land 

By mid ItjS:1 ('(1X and Judd 
needed a loan to help them save the 
failing property They approached 
three local lenders-Horre Feder­
al. Great American FIrst SaVIngs 
Bank and Coast Savings & Loan 

At the urne. both Home Federal 
and Great Amencan were actl .... ely 
developing large residential pro)­
eClS In Chula Vista. In July. 1984. 
Home Capnal Development Corp 
paid $97 millIon for Bonita Long 
Canyon Home Capital then 
brought In hu1lder Corky MC~'!JlIm 
as a JOint venture partner to ron· 
struct the homes Great American. 
also In partnership ';Imh McMillin. 
was In the process of developIng 
Terra ~nva a .:,1;.') ·ltnll hOUSing 
develormentln th(' ;;an,(' area 

Cox said Home Federal was the 
only bankln,'i Instn,JlIOn that would 
lend him the $22 million or. rea· 
sonable terms. Cox said r.e was no 
longer actively managing the 
apartrrents. hut Home Federal re' 
qUlred hIm to co-sign the note 

~., > ... "f tlf. I, .. fU!/41 

eQJ: ~alc th"t he received :to 
sreclal treatm('nt from Hnr:H; fed 
e:-al In apply:n~ ~or and k;(,ll::-:~ t!",e 
loan. 

"The fact that the property went 
Into default and was In foreclosure 
shows they handled It as a huslness 
transacllon," ('ox said "In the 
event there IS J need to foreclose. 
they · ... ·111 forccio::e on me as they 
wouldanvone e:,e 

Cox and Judd received the loan 
In AUJ<ust, ]9f?', In Ihat same tlme 
P(,fl(;'1. Cox p:'\\(":: a ke.\' ~c)le tr1 

n(>~:':.<~~\:\n~ iJ (' ~~--.p':"\;r-·L~(' tt.at 
wcc:ld t,nng d:-: :ndll,',na: busm.:"< 
rark a:".d Increased hOUSIng dcns:ty 
to EI Rancho Del Rey. wh,ch was 
p'-Jf(::ha::cd h: Horne fede:ili I:'. 

Jar.liar: 19/11, 
r():1"munlt:; g;-('unt: :)r-p .. ,:~{,?~ ',~e 

f(·7.onm" prl'1[l()<;d iind ti".rC';,lc':;('C 
to forcc a ball1,t 11,lllill:\ e :: the 
counCil approved the busmcs~ park 
and Increased hOUSing densI\\·. Cox 
mel with community leaders and 
the property owner. The Gersten 
Compames. to hammer out iI com­
promise, 

Cox sugg('''1ed ~n alter:,atlve 
that p:-o\'Jded mdustnal deYelop­
rrent only on the north side of H 
Street and lO""c less resldenlial 
denSIty to the Ei Rancho Del Rey 
proJect, bringing the t()lal number 
of dwellings to 1.028. Acccrdtng to 
Chula Vista Plannmg Dlreclor 
George Kremp\. the council ap­
proved the plan In Soverrber. 19R5 

In January. 1986. Horre Capital 
bought the EI Rancho Del Rey 
project for $27 ::1 III IOn. 

Last Decemb,:r Cox objected to a 
proposed moratorium on bUIldtng 
permlls for homes east of Interstate 
8 tn Chula VIsta. mcludmg the EI 
Rancho Del Re\' and ROnlta Long 
Canyon projerl" Whlle Rnnlld 
Long Canyon I.e 1;'1 the Imllal ~iage;: 
of development, EI Rancho Del 
Rey faces slgnIh:anl hurdll'~ thl;; 
surrmer when developer, will ~uh, 
r:1:t a subdl','l.<:Jon map proposal 
Cit.', offIcials say that It wJlI be at 
least tWo year~ before homes are 
corrpleted In EI Rancho Dt'l RC'y 

Councilman ['aVId Malcolm. · ... 'ho 

f'rupu~c(J ,n{' r;;)~a:t)~:u:n. r:'l1t 
fel, the cl~Y r,,,('ced':'\ hwlrJ H"''''C.' 
a~d w;~en '.'\~~C t,I':('Ire <It!''''''lr); , 
~'r.e (()r:str',~(' ~;'- (if M:-;'-' :-;;n;t ;.., 

es. 
Cox argued agal:ist the mOriltdrl­

um and It wa:: ,'.tn', conSIdered fill" 

a formal CGI;r:C11 vote Asked If 
there was a cclr:hct In arguI;\( 
a15aInst the prDpnsC'1 morato,IlJ:-:. 
Cox said. "To r.C' ~:')n(';:t. I rjQ;.'t 

I<nc· ... 
'T>,e rationale I r,a'j In Gnp",;:'", 

tr;e m()!,,(1~ni:'d:"":'" \.4. .1<:: • hit' :t i'~t\(1a 

'" nh lr,.r~11 rv· m()r.1tnr·.I.J~, 
' ..... Glji(~ ~tI\'c c!c iJ" ~~.,: ...... .r~~::'.:: 'L .( 

:'>laiCO;l7.. ", he, r", oppOSCC C'.~ 
a n~r:·bc-:- (,,~ C'.C'0. r: -jp:-nC'r;t l:'~'~:\,~ 

:~ ChuLa \'l~~,j ':d::,: ~'r.(d r. p ~;Ju!':tt·<~ 

'.r.al d(\:~ " ;,1' C<: .. ("c;.c CJ.;t::° , ~'.-: 
)n\OI\,f\!li':~' ',', .. ~ ",.~,-. ,If t~f"' I-!~:.' 

large<l ljeVf',,'nf'~' 
"Greg ha~ ht'>(':~ d ~:--('r~J~. r!',dynf f'l:­

Chula VIst;:L" ~~JIClj\m ~ald '1 
could say uneql.;\vocally that I: 
there was a ml<;take. It ' .... ,,' ;,~ 

honest rrl~takc I don~t know wh'l' 
It \$ or ..... hat haFP(,:1('{~j, t,·.H 1 ',);.r", 
that ba;;lcallv C,<:,g I-. d ,; be~r; v(',"> 
honest anI'! \ cc·. fi,··~~,r'.,,",· ',," 
everyone 

Cox. a forrrer high schoo! trae!i­
cr. saId he IO\'C,trc: In 10 San DIet''' 
and Texas r('al {''la·.e proleC', 0'0'(', 

the past 1"> :,car" Starling w·.~r, ,1 

duplex 10 Sat!(inal Ctty. (,''x grad'J' 
ally buill up €'nO;lg'1 equity te h',;', 
projects lhe SI7.(' (If the Gazebo!' 

The Auslln ap"rtment cor.:plcx 
was not the ,ml:; 1r1','l'stmf'f't r<l~a"· 
tcr for Cox 

In Februan. l'O)( lost bet we,·r, 
S 150.c~)O and $ 2C{1.1)'X) w hrr: he il rl ~ 
sevNal partner;r lost a court bat~i~ 
to rE'\'erse l':" Srrtrmher. I:),q 
for('('i("ure of d 7(;. emit aranm(,1, 
complex In San !~J'l"!'1:(1 

11', JanuJry l'1·Qf, C0'( \c ..... k 
$.1'1.:0') pcr.<ona: 'Jncpeu!,(,rj ,., 
from People, B'lrlk if' C!'\\;ia o;;~. 
lO P)y prDrrn:. ~i\\C" ", \1-,\' ',;: .' 

bierl A cL,t In ~lpan :"',,,[ cn~p11"\ 
SaId COX'The h,l!"':c~t ;hl:ll~ '., 

accept aboul tre 'J:­
though they hol ve not bC'cn a! I ,of 
my owr. dOing, IC ',hat thr 1O':f"-. 

ment, havt' not bern a :;u('eC's, .. 
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/fox met with bank president I tB9~hange dedsion on loan 
By Tim McClain The August meeting with Fletcher was arranged 

~ ,: Staff Writer ' at the request of Judd, a real estate investor who . 
}:. : , had two years earlier put together a partnership 

/
~ .. ,:H, om, e.,' Fed, eral S,avings~, n,d LO,an reconsidered " that bought the apart~ent complex from a group 
,:\"':,' and latet~approved in.1985 a~illion loan ,for headed by the Chula Vista mayor. 
~·a~~~~sd.~' T~:as, "ap~~Jl1e1U. .. Rrpject ,:in,,~hj,ch, .. " ~~ that 1~83:~:,~ J,u~d~~ lYSJ'!!y.l;g9,r.sJisquir~d ,.:~ , 
y Mayornreg.Coxner~:tltle to the land, followmg,a., the-123-u~lt· comp[excalled'.the.,Gazebos j whIlC','.':7' 

b', ,mcetmg between 'Cox, ,Bonita resident Patrick Cox, who In 1979 organized a group th;:l pur:!ws-
~ Judd and Kim Fletcher,' the. bank chairman. ed t~e apartments, retained title to the land valued 

"", The loan raises questions whether Cox was at $117,000. The majority of Cox's investors were: 
treated any differently than the legal "man on the cashed out in the deal. ' 
street" because of his status as an elected official. In order for the 1985 loan to be approved, which 
" One person who believes there was no preferen- was a refinancing of the project, Cox was requirecj 

tial treatment is Judd, an investment partner of to co-sign by Home Federal, putting up his interest 
e ,Cox's who:was turned down for the loan when the in the land and applying his personal net wortl:t; ~, 

mayor's $35,OOO~:annual income and assets were Home Federal is the owner of the Bonita Long 
a not included on the application. Canyon housing development. Four 'months after 
e "Had Greg Cox applied originally with me than . the loan was made Cox voted to increase the 
l. we would have been treated the same way that we number of homes that could be built at the project. 
)1 were treated when he combined his net worth with Friday's revelation of Cox and Judd's meetin'g 

mine," Judd said Friday. "The issue had nothing J 
• to do with who he was." See Cox: Pre A4 

Chula Vista, CA 
(San Diego Co.) 
Star News 
(Cir. 2)( W. 24,418) 

APR 261986 

JUl...~ ". C. 8 
Esr, "" 

ftox met with bank president 
l·tif~hang£ dedsion o~ loan 

The August meeting with Fletcher was arranged 
at the request of Judd, a real estate investor who 
had two years earlier put together a partnership 

, that bought the apartment complex from a group 
headed by the Chula Vista mayor. 

By Tim McClain 
~ ,: Seal! Wrfler 

t . 

)

' ':. ' ,Home: Federal Savings and Loan reconsidered 

L,~,.,an, "d,lat~I:~a.pproved,inJ9,8, 5, ,a~illion loan, ,for 
~~ aQ.:~APsti,n, T~?Cas,,, apar;t_m~t,' £roject:in: .wltich,­
Y, Mayornieg,Coihetct:title to the land, followingLL 

, L', ,meeting between 'Cox, Bonita resident Patrick 
~ Judd and Kim Fletcher,' the. bank chairman. 

"" The loan raises questions whether Cox was 
treated any differently than the legal "man on the 
street" because of his status as an elected official. 

One person who believes there was no preferen­
tial treatment is Judd, an investment partner of 

e . Cox's who ,was turned down for the loan when the 
mayor's $35,OOO~annual income and assets were 

a not included on the application. 
e "Had Greg Cox applied originally with me than 
l. we would have been treated the same way that we 
)1 were treated when he combined his net worth with 

mine," Judd said Friday. "The issue had nothing 
• to do with who he' was." 

, ,In that 1981deal Judd and his investor; acquired 
the-: 123-unit, coiiiprex'~ cailed.',:i ~e.:Gaz~bos~':~hllei,~-;"­
Cox, who in 1979 organized a group th~~ pur~!l41S-
ed the apartments, retained title to the land valued 
at $117 ,000. The majority of Cox's investors were 
cashed out in the deal. ' ' 

In order for the 1985 loan to be approved, which 
was a refinancing of the project, Cox was requirecj 
to co-sign by Home Federal, putting up his interest 

, in the land and applying his personal net wort/:!; ~ , 
Home Federal is the owner of the Bonita Long 

Canyon housing developmenL Four 'months after 
\ the loan was made Cox voted to increase the 
number of homes that could be built at the project. 

Friday's revelation of Cox and Judd's meetin'g 

See Cox: pafe A4 
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(Cox met with bank president 
J t39~hange rledsion on loan 

The August meeting with Fletcher was arranged 
at the request of Judd, a real estate investor who 
had two years earlier put together a partnership 

c that bought the apartment complex from a group 
headed by the Chula Vista mayor. 

By Tim McClain 
~ .: S.acr WrHer 

t 
~:" . :Home' Federal Savh:'lgs ~n.d Lo.an reconsidered 

/
'~ -:.' and lace.r:.approved in.1985 a~illion loan ·for 

~·~~~g.~~~~~)~~~~e~~~j!~f~l?o·~~···'· 
L~ meeting between . Cox, . Bonita resident Patrick 

~ 
Judd and Kim Fletcher,' the. bank chairman. 

The loan raises questions whether Cox was 
treated any differently than the legal "man on the 
street" because of his status as an elected official. 
, One person who believes there was no preferen~ 

tial treatment is Judd, an investment partner of 
e ,Cox's who.was turned down for the loan when the 

mayor's $35 ,000 ~annual income and assets were 
a not included on the application. 
e "Had Greg Cox applied originally with me than 
L we would have been treated the same way that we 
)1 were treated when he combined his net worth with 

mine," Judd said Friday. "The issue had nothing 
• to do with who he was. ft 

, .In that 1983 deal Judd and his inve.s.o.o acquired 
the:123~unit· coii:iprex·~cailelt'.~'i6e:Gazebos~':~hlIe;,~~~·· 
Cox. who in 1979 organized a group th~i fJUr:::!l<lS~ 
ed the apartments, retained title to the land valued 
at $117,000. The majority of Cox's investors were: 
cashed out in the deal. 

In order for the 1985 loan to be approved, which 
was a refinancing of the project, Cox was requireq 
to co~sign by Home Federal, puttmg up his interest 

. in the land and applying his personal net wortl:lr ~ . 
Home Federal is the owner of the Bonita Long 

Canyon housing developmenL Four "months after 
'the loan was made Cox voted to increase the 
number of homes that could be built at the project. 

Friday's revelation of Cox and Judd's meeting 

See Cox: pre A4 



cbx: $2.2 million loan issue 
with Fletcher comes less than two 
weeks . after The Los A.nge1es 
Times reported Cox's failure to 
disclose the loan on his 1985 
financial forms. 

According to the Fair Political 
Practices Commission, CoX'Was 
required under the state Political 
Reform Act to disclose the loan 
because it was for more than 
S10,000 and involved a bank with 
branches in Chula Vista. 

Because of changes in the law, 
it appears -Cox would not have 
had to. disclose- the loan on his 
1986 forms becasue he was a can­
didate for office, winning re­
election as the first unopposed 
candidate in the city'S history. 
However, Cox decided to amend 
his 1985 and 1986 forms and 
report the loan after learning that 
The Times was looking into his 
finances. 

If Cox is found to have 
violated the disclosure law, he 
could be - fined a maximum of 
S2,OOO, according to FPPC 
Spokeswoman Jeanette Turvill. 

Questions on whether Cox-
-should· have abstained -from 
voting on the Long Canyon pro­
ject appeared to have - been 
answered this week by a section 
of the ."government code 
discovered by City Attorney Tom 

. Harron and verified by the 

. FPPC: It stated that commercial 
loans were not treated as sources 
of income and not subject to con­
flict of interest law.< that require 

./ an elected official to refrain fn·m 
voting. 

Cox has been out of town since Judd said he asked Cox to set 
Wednesday evening a.1d is not ex- up the interview since the mayor 
pected back in Chula Vista until knew Fletcher from their activity 
Monday. His secretary would not . in United Way. 
give out a phone number where ,"I figured why not start at the 
he could be reached. top," Judd said. 

Before leaving, Cox completed At the end of the interview, 
a letter to the FPPC e.'<plaining Judd said, Fletcher referred them 
his situation and asking for a rul- to a loan officer. 
ing on both the contlict and Fletcher was out of town Fri­
reporting issues. FPPC in- day and could not be reached for 
vestigators had declined to give comment. Monica Wiley, a 
an opinion over the telephone Home Federal spokeswoman. 
because of questions on how to confirmend the meeting had 
treat his status as a third mor- taken place. 
tgage holder on the Austin Wiley said it was not an 
apartments. unusual way for a loan to be 

While the letter. was given to handled and that she herself has 
the city attorney's office, it car- often directed applicants to a 
ried a statement from Cox asking loan officer. The loan approved. 
that it not be released to the press she said. was much different than 
until Monday (tomorrow). the one first submitted. 

Judd, who asked Cox to con- Wiley also said it would not 
tact Fletcher, is irate with the have been un usual for Fletcher to 
publicity the loan is getting and have mentioned to a member of 
said it is no different than a' the loan committee his discussiOn 
young man with a good job buy-' - . with Cox and Judd. 
ing his first new car and the bank Regardless of the political out­
requiring someone to co-sign the come of the recent discloures 
loan.; about the loan,the financial posi-

"If you report the facts like the rion of Cox and his family has 
L . A . Tim e s , its 0 u n d s been severely depleted this year. 
diabolical," Judd said. "But if ; In January he lost between 
you deal with it in the same way S150,OOO and S200,OOO when a 
the situation was at the time, it lawsuit went against an apart­
comes out much differently. We ment complex he was part owner 
are both friends and r would have in. And the Austin apartment is 
done the same thing for him." scheduled for a foreclosure hear-

During the meeting with Flet- ing May 5. If a buyer is not found 
cher, Judd said, the three talked before then, Cox will lose his en­
about the loan and South Bay tire investment. 
issues such as the second harbor In explaining his investment 
entrance and other issues. No philosophy last week, Cox said he 
mention was made of the Long began in the 19705 by buying a 
Canyon project. small duplex.- in National City. 

- . ~ 

cbx: $2.2 million loan issue 
with Fletcher comes less than two 
weeks after The Los Angeles 
Times reported Cox's failure to 
disclose the loan on his 1985 
financial forms. 

According to the Fair Political 
Practices Commiss~as 
required under the state Political 
Reform Act 1O disclose the loan 
because it was for more than 
$10,000 and involved a bank with 
branches in Chula Vista. 

Because of changes in tlie law, 
it appears Cox would not have 
had to disclose, the loan, on his 
1986 forms becasue he was a can­
didate for office, winning re­
election as the first unopposed 
candidate in the city's history. 
However, Cox decided to amend 
his 1985 and 1986 forms and 
report the loan after learning that 
The Times was looking into his 
financ(!s. ,,~ 

If Cox is found to have 
violated the disclosure law, he 
could be, fined a maximum of 
$2,000, according to FPPC 
Spokeswoman Jeanette Turvill. 

Questions on whether Cox' 
·should have' abstained 'from 
voting On the [ong Canyon pro­
ject appeared to have' been 
answered this week by a section 
of the ,'government code 
discovered by City Attorney Tom 
Harron and verified by the 

, FPPC It stated that commercial 
loans were not treated as sources 
of income and not subject to con­
flict of interest laws that require 

./ an elected official to refrain fre·m 
voting. 

Cox has been out of town since Judd said he asked Cox to set 
Wednesday evening a.1d is not ex- up the interview since the mayor 
pected back in Chula Vista until knew Fletcher from their activity 
Monday. His secretary would not 'in United Way. , 
give out a phone number where ,"I figured why not start at the 
he could be reached. top," Judd said. 

Before leaving, Cox completed At the end of the interview, 
a letter to the FPPC e.>:plaining Judd said, Fletcher referred them 
his situation and asking for a rul- to a loan officer. 
ing on both the conflict and Fletcher was out of town Fri­
reporting issues. FPPC in- day and could not be reached for 
vestigators had declined to give comment. Monica Wiley, a 
an opinion Over the telephone Home Federal spokeswoman, 
because of questions on how to confirmend the meeting had 
treat his status as a third mOr- taken place. 
tgage holder on the Austin Wiley said it was not an 
apartments. unusual way for a loan to be 

While the letter, was given to handled and that she herself has 
the city attorney's office, it car- often directed applicants to a 
ried a statement from Cox asking loan officer. The loan approved. 
that it not be released to the press she said, was much different than 
until Monday (tomorrow). the one first submitted. 

JUdd, who asked Cox to con- Wiley also said it would not 
tact Fletcher, is irate with the have been unusual for Fletcher to 
publicity the loan is getting and have mentioned to a member of 
said it is no di fferent than a' the loan committee his discussion 
young man with a good job buy: " 'with Cox and Judd. 
ing his first new car and the bank Regardless of the political out­
requiring someone to co-sign the" come of the recent discloures 
loan.; about the loan; the financial posi-

"If you report the facts like the tion of Cox and his family has 
L . A . Tim e s J its 0 u n d s been severely depleted this year. 
diabolical," Judd said. "But if ' In, January he lost between 
you deal with it in the same way $150,000 and $200,000 when a 
the situation was at the time, it lawsuit went against an aparr­
COmes out much differently, We ment complex he was part owner 
are both friends and [ would have in. And the Austin apartment is 
done the same thing for him." scheduled for a foreclosure hear-

During the meeting with Flet- ing May 5. If a buyer is not found 
cher, Judd said, the three talked before then, Cox will lose his en­
about the loan and South Bay tire investment. 
issues such as the second harbor In explaining his investment 
entrance and other issues. l'io philosopny last week, Cox said he 
mention was made of the Long began in the 1970s by buying a 
Canyon project. small duplex ," in National City. 

, / 

cbx: $2.2 million loan issue 
with Fletcher comes less than two 
weeks· after The Los Angeles 
Times reported Cox's failure to 
disclose the loan On his 1985 
financial forms. 

According to the Fair Political 
Practices CommissIon, "tax was 
required under the state Political 
Reform Act to disclose the loan 
because it was for more than 
510,000 and involved a bank with 
branches in Chula Vista. 

Because 0 f changes in the law. 
it appears, Cox would not have 
had to. disclose· the loan on his 
1986 forms becasue he was a can­
didate for office, winning re­
election as the first unopposed 
candidate in the city's history. 
However, Cox decided to amend 
his 1985 and 1986 forms and 
report the loan after learning that 
The Times was looking into his 
finances. '.~ 

If Cox is found to have 
violated the disclosure law. he 
could be. fined a maximum of 
52,000, according to FPPC 
Spokeswoman Jeanette Turvill. 

Questions on whether Cox· 
,should· have . abstained . from 
voting On the Long Canyon pro­
ject appeared to have' been 
answered this week by a section 
of the .'government code 
discovered by City Attorney Tom 
Harron and verified by the 
FPPC It stated that commercial 
loans were not treated as sources 
of income and not su b ject to con­
flict of interest law< that require 

./ an elected official to refrain fnom 
voting. 

Cox has been out of town since Judd said he asked Cox to set 
Wednesday evening a.1d is not ex- up the interview since the mayor 
pected back in Chula Vista until knew Fletcher from their activity 
Monday. His secretary would not 'in United Way .. 
give out a phone number where ,"I figured why not start at the 
he could be reached. top," Judd said. 

Before leaving, Cox completed At the end of the interview, 
a letter to the FPPC explaining Judd said. Fletcher referred them 
his situation and asking for a rul- to a loan officer. 
ing on both the conf1ict and Fletcher was out of town Fri-
reporting issues. FPPC in- day and could not be reached for 
vestigators had declined to give comment. Monica Wiley, a 
an opinion over the telephone Home Federal spokeswoman, 
because of questions on how to confirmend the meeting had 
treat his status as a third mor- taken place. 
tgage holder on the Austin Wiley said it was not an 
apartments. unusual way for a loan to be 

While the letter, was given to handled and that she herself has 
the city attorney's office. it car- often directed applicants to a 
ried a statement from Cox asking loan officer. The loan approved. 
that it not be released to the press she said. was much different than 
until Monday (tomorrow). the one first submitted. 

JUdd. who asked Cox to con- Wiley also· said it would not 
tact Fletcher. is irate with the have been unusual for Fletcher to 
publicity the loan is getting and have mentioned to a member of 
said it is no di fferent than a' the loan committee his discussion 
young man with a good job buy-- .. with Cox and Judd. 
ing his first new car and the bank Regardless of the political out­
requiring someone to co-sign the;, come of the recent discloures 
loan.: about the loan; the financial posi-

"If you report the facts like the tion of Cox and his family has 
L . A . T j me s , its 0 u n d s been severely depleted this year. 
diabolical," Judd said. "But if 'In. January he lost between 
you deal with it in the same way $150,000 and $200,000 when a 
the situation was at the time, it lawsuit went against an apart­
comes out much differently. We ment complex he was pan owner 
an! both friends and [ would have in. And the Austin apartment is 
done the same thing for him." scheduled for a foreclosure hear-

During the meeting with Flet- ing May 5. If a buyer is not found 
cher, Judd said, the three talked before then, Cox will lose his en­
about the loan and South Bay tire investment., 
issues such as the second harbor In e:<plaining his investment 
entrance and Other issues. No philosophy last week, Cox said he 
mention was made of the Long began in the 1970s by buying a 
Canyon project. small duplex .. in National City. 

./' 
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" COX loan 

issue raised d-~ :; 
After reading the C. V. Star 

News, April 26, 1981 regarding 
the $2.2 million loan issue in­
volving our Mayor, Greg Cox, 
these points stand out: 

No. 1. Ho~ F~eralSaYings 
and Loan owns onita Long 
Canyon housing d~t 
and wished to increase housing 
density. The bank then recon­
sidered and approved a S2.2 
million loan on an Austin, 
Texas 123-unit apartment com­
plex in which Cox was part. 
owner. At reconsideration time 
Mayor Cox entered the loan pic­
ture disclosing, not pledging ap­
parently. his $35,000 annual 
salary and pledging his portion 
of a total S117 ,000 land value on 
which the complex sits. Ques-

siQ.Jl!Q, disclose loans more than 
S1O,OOO and the Mayor had not 
done so. But the City Attorney 
discovered a section saying com­
mercialloans were not treated as 
sources of income and not sub­
ject to conflict of interest laws 
that required elected officials to 
refrain from voting. However, 
Mayor Cox amended his 1985 
and '86 forms and disclosed the 
loan after learning the Los 
Angeles Times was looking into 
his fmances. 

No.4. In light of the above 
information, in reality this does 
not appear to be a straight, un­
tainted commercial loan unless 
one wears blinders looking 
neither right or left. Isn't it bet­
ter to keep public officials 
honest before they reach higher 
office? 

H.S. McCAULEY 
Chula Vista 

tion: Was it this small additional r---­
collateral or the mayor's posi- I --
tion that swayed the bank; 
chairman? 

No.2. Four months after the 
loan approval, the mayor voted 
to increase the number of homes 
that could be built. In addition, 
Chula Vista is negotiating to an­
nex Bonita into Chula Vista. 
Doesn't this sound like a "cook-

• ed" deal? 
No.3. The Chula Vista city 

attorney at the mayor's request, 
re.~rched the law. The State 
Political Reform Act reqwres 
pUblic officials according to the 
Fair Political Practices Commis-

/' 
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COX loan 
issue raised d-~~ 

After reading the C. V. Star 
News, April 26, 1987 regarding 
the $2.2 million loan issue in­
volving our Mayor, Greg Cox, 
these points stand out: 

No.1. Home F~eral Sayings 
and Loan owns onita Long 
Canyon housing d~elopillellt 
and wished to increase housing 
density. The bank then recon­
sidered and approved a S2.2 
million loan on an Austin, 
Texas 123-unit apamnent com­
plex in which Cox was part. 
owner. At reconsideration time 
Mayor Cox entered the loan pic­
ture disclosing, not pledging ap­
parently, his $35,000 annual 
salary and pledging his portion 
of a total $ 117,000 land value on 
which the complex sits. Ques-

siQJL!Q disclose loans more than 
S10,000 and the Mayor had not 
done so. But the City Attorney 
discovered a section saying com­
mercialloans were not treated as 
sources of income and not sub­
ject to conflict of interest laws 
that required elected officials to 
refrain from voting. However, 
Mayor Cox amended his 1985 
and '86 fonns and disclosed the 
loan after learning the Los 
Angeles Times was looking into 
his fmances. 

No.4. In light of the above 
infonnation, in reality this does 
not appear to be a straight, un­
tainted commercial loan unless 
one wears blinders looking 
neither right or left. Isn't it bet­
ter to keep public officials 
honest before they reach higher 
office? 

H.S. McCAULEY 
Chula Vista 

tion: Was it this small additional ~ 
collateral or the mayor's posi- , --
tion that swayed the bank! 
chairman? 

No.2. Four months after the 
loan approval, the mayor voted 
to increase the number of homes 
that could be built. In addition, 
Chula Vista is negotiating to an­
nex Bonita into Chula Vista. 
Doesn't this sound like a "cook-
ed" deal? 
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San Diego, Monday, April 13, 1987 1HE~TRIBUNE 
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M?-~Jor COX to ask opinion on $2 million loa] 
I Dee Anhe Traitel have dosoluLely no dealings with the day-t<rday operations." jurisdiction where they might influence local decisions. 
'bune Staff Writer COX Sdid when the property sold in 1983, he and his wife ended Penalties for non-disclosure can run up to $2,000 per vi 
Cbula Vista Mayor Greg Cox says he will seek a formal up with a $117,000 third trust deed on the property secured by a tion. 
inion from the staJe Fair PoJiticiLPractice& Commission ground lease. "The question is, did it really consititute a loan to him an 
out his votes in support of two Chula Vista housing projects Cox said he became aware of an inquiry into his Texas hold- the bank really doing anything that benefits him?" said CI 
anced by Home Federal Savings and Loan Association after ings by a Los Angeles Times reporter and on March 31 contact- Vista City Attorney Tom Harron, "If they are forcing hin 
:eiving a $2.2 million loan from the lending institution. ed the FPPC LO find out if he had done anything wrong. take a second or third trust deed to secure his investment 
fhe loan, secured in August 1985, was not reponed on discJo- "They .vel ell't able to give me a definitive answer," he said, bank may not be doing him any favors." 
'e statements filee by Cox in 1985 or 1986. adding thaL he LS preparing financial documents to submit to the "I didn't even look at the lending institutIOns involved 
'J never tried Lv hide anything," Co>. said today. "When I do FPPC to! d formal opinion. cause I didn't have any fmancial interest in the apartmen 
. economic dISClOSure statements wnat I do is lock at pre vi- On rtplll :l, ne said, ,"out of an excess of caution" he amended Cox said, referring to his votes on tile Bonita Long Canyon, 
years and noUllng nad changed from one year Lo the next as his 1985 and l!l!l6 financial forms to reflect the loans. El Rancho Del Rey projects, also financed by Home Fed! 
as I was concerne<l.' JeaneLLt: furvill. a spokeswoman for the FPPC, said today Savings and Loan Association. 
'01 said he and 10 partners in a joint venture sought a $2.2 that the cOfllrnission wiJIlook into the matter once it receives a Both projects have raised concerns among community m! 
lion loan to ball them out of imminent default on a 123-unit written request from Cox. bers because of density and the.a.mount of an increasing amo 
;lin, Texas, apctrtmenl complex they had owned. She s.wl Lhe commission wlll be asking two main questions: . of traffic expected to be generated by both. 
;01 said they bougtll the complex in 1979 and sold It in 1983 first, wa:. the loan required to be disclosed, and, second, was "Whenever I've had a decision to make as a member of 
because hIS uaml: remained on the ground lease, the bank there a conflict of interest. Chula Vsita City Council, my decision has always been mad( 

ed him to coslgn on the loan. The POllllcal Refonn Act, she said, reqUires officials re- the best interest of the city," COl said. 
It was a flUKe Lnat I had to sign on 1l at all." Cox said. "I port loan:. IrJ excess of $10,000 from banks operating in e local Staff writer Bob Corbett coDtributed to this report .. ---. 
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By Christopher Reynolds 
saaffWrUer 

Chula Vista Mayor Greg. Cox 
received I $2J million real IIState 
loan from Home Federal Savings " 
Loan AIsodation in August 1985 and 
did DOt dlsclose It in economic Lote!'· 
est forms for 20 months, though dur­
ing that time he cast votes support· 
ing a pair of major housing develop­
ment projects financed by the lender. 

"I didD't even reflect on the Jead· 
ing institution that made the loan, 10 
consequently I didn't pick it up." Cox 
said yesterday. "rm sure rn spend a 
lot more time thloking and reflecting 
on these things in the future" 

Cox said be and 10 other partners 
in a joint venture needed the loan to 
save their investments In a troubled 
123-unit Austin, Texas, apartment 
complex. The group bought the com­
plex in 1979 and sold it in 1983. 'Cox 
said, but because he retained the 
land his name was included in the 
loan application. 

Cox did not include the f-'l'i:tn on his 
financial disclosure forms In 1985 or 
1986. But on April 2, after questions 
about it were raised b" ... lAs Ange-. 
Jes Times reporter, Co::. amended his 
forms to include the transaction. 

He and Chula Vista City AttornE!¥ 
Thomas Harron !lave asked the state 
Fair Political Practices Coiiimission­
foren opjlliolt~hether the trans­
action should be reported in disclo­
sure forms. Fair Political Practices 
Commission officials could not be 
reached for comment yesterday. 

... "I certainly had no willful intent to 
hide the information," said Cox. "It's 
not cle!lr whether there was a need 
to disclose it, but 1 certainly wasn't 
trying to hide anything." 

"He certainly didn't intend to do 
anything improper," said,Harron. "I 
don't think it's improper,: and I also 
think it didn't even corrle into his 
mind" that his loan from Bome Fed­
eral might compromise his City 
Council votes 011 projects backed by 
the savings and loan association. 

"We do a lot of apartment 1eftding 
and we do some out-of·state )ending, 
so ifs all within the scope" of ttormal 
business practices, said Home Feder­
al spokeswoman Monica Wiley of the 
$2J million loan. 

In the last three years, Home Fed­
eral' real estatelubsidiary Home 
Capital Development Corp. has been 
involved with builder Corky McWl-

lin in EI Rancho Del Rey and Bonita 
Long Canyon - two of Chula Vist1t's 
largest development projects, with 
the former planned to include more 
than 4,000 units and a lOO-acre busi­
ness park. the latter to include more 
thaD 850 units. 

Home Capit1t1 purchased the EI 
Rancho Del Rey property in January 
1986 .for about $21 milUon, Wiley 
saId, and bought the Bonita Long 
Canyon property in summer 1984 for 
$9.7 million. 

The City Council, including Cox, 
has voted several times on various 
details of the two projects. 

In November 1985, the council ap­
proved plans calling for 4,028 units in 
the El Rancho Del Rey project. In 
August 1986, the council unanimously 
approved a final subdivision plan 
calling for 862 units in Bonita Long 
Canyon. 

Frank Scott, a former City Council 
member and chairman of the slow­
growth community group Cross­
roads, has wrangled frequently with 
Cox 'pver development issues, but 
Yellterday he defended the mayor's 
integrity. 

"I think it was an honest mistake," 
said Scot("'l've sat with Greg for 12 
years, and 1 know him to be pro-de­
velopment." But I've nqer had a 
question ailOut his honesty or integri­
ty." 

Cox, 38, a long-time City Council 
member, has served as mayor of 
Chula Vista since 1981. He bas invest­
ed in real estate for about 15 years, 
and in 1982, stepped down as dean of 
activities for Bonita Vista High 
School and made the mayoralty Ii. 
full-time job. The Chula Vista 
mayor's post carries a salary of 
about $29,500 a year. 

The Austin apartment complex, 
Cox said, is a key part of his holdings, 
and its uncertain status poses a sub­
stantial threat to his family's ec0-
nomic state. . 

The property was scheduled for a 
foreclosure auction on April 1, COl 
said, which could have cost him 
$117,000. The sale was postponed, he 
said, when a potential buyer 
appeared. 

"The interest that I have in the 
note (on the Austin property) is cer­
tainly the major portion of my fami­
ly's assets," Cox said. "It would be 
more than :;0 perCt'!'llt of my net~. ' 
worth." ~ 
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By Christopher Reynolds 
su,nWrher 

Chula Vista Mayor Greg. Cox 
received a $2.2 million real estate 
loan from Home Federal Savings & 
Loan Aaodatlon in August 1985 and 
did DOt disclose it 10 economic lDter­
est fonus for 20 months, thougb dur­
ing that time he cast votes support­
ing a pair of major housing develop­
ment projects financed by the lender. 

"I didn't even reflect on the lend­
ing institution that made the loan, 10 
consequently I didn't pick it up," Cox 
said yesterday. "rm sure I'll spend a 
lot more time thJnking and reflecting 
on these things in the future." 

Cox said he and 10 other partners 
in a joint venture needed the Wan to 
save their investments in a troubled 
123-unit Austin, Texas, apartment 
complex. The group bought the com­
plex in 1979 and sold it in 1983, 'Cox 
said, but because he retained the 
land his name was included in the 
loan application. 

Cox did not include the HlD on his 
financial disclosure forms 1n 1985 or 
1986. But on April 2, after Questions 
about it were raised b" '" Los Ange-. 
Jes Times reporter, Co;.. amended his 
forms to include the transaction. 

He and Chula Vista City Attorney 
Thomas Harron have asked the state 
Fair Political Practices CommisslOn­
fOf' an opillioltilJ-Whether the trans­
action should be reported in disclo­
sure forms. Fair Political Practices 
Commission officials could not be 
reached for comment yesterday. 

" "I certainly had no willful intent to 
hide the information," said Cox. "It'. 
not cle9r whether there was a need 
to disclose it, but I certainly wasn't 
trying to hide anything." 

"He certainly didn't intend to do 
anything improper," said, Harron. "I 
don't think it's improper,'. and I also 
think it didn't even cort.e into his 
mind" that his loan from Home Fed­
eral might compromise his City 
Council votes 00 projects backed by 
the savings and loan association. 

lin In EI Rancho Del Rey and Bonit<l 
Long Canyon - two of Cbula Vista's 
largest development projects, with 
the former planned to include more 
than 4,000 units and a l00-acre busi­
ness park, the latter to include more 
than 8SO units. 

Home Capilal purehased the EI 
Rancho Del Rey property in January 
1986 . for about $27 million, Wiley 
said, and bought the Bonita Long 
Canyon property in summer 1984 for 
$9.7 million. 

The City Council, including Cox, 
has voted several times on various 
details of the two projects. 

In November 1985, the council ap­
proved plaM calling for 4,028 units in 
the EI Rancho Del Rey project. In 
August 1986, the council unanimously 
approved a final subdivision plan 
calling for 862 units in Bonita Long 
Canyon. 

Frank Scott, a former City Council 
member and chairman of the slow­
growth community group Cross­
roads, has wrangled frequently with 
Co~ .over development issues, but 
Yeliterday he defended the mayor's 
integrity. 

"I think it was an honest mistake," 
said Scot("'I've sat with Greg for 12 
years, and I know him to be pro-de­
velopmenL .. But I've nexer had a 
question a86ut his honesty or integri­
ty." 

Cox, 38, a long-time City Council 
member, has served as mayor of 
Chula Vista since 1981. He bas invest­
ed in real estate for about 15 years, 
and in 1982, stepped down as dean of 
activities for Bonita Vista High 
School and made the mayoralty a 
full-time job. The' Chula Vista' 
mayor's post carries a salary of 
about $29,500 a year. 

The Austin apartment complex, 
Cox said, is a key part of his holdings, 
and its uncertain status poses a sub­
stantial threat to his family's ec0-
nomic state. ' 

The property was scheduled for a 
foreclosure auction on April 7, COl 
said, which could have cost him 
$117,000. The sale was postponed, he 
said, when a potential buyer 

"We do a lot of apartment Jehding 
and we do some out-of-state lending, 
so it's all within the scope" of harmal 
business practices, said Home Feder­
al spokeswoman Monica Wiley of the 
$2.2 miJIion loan. 

. appeared. 

In the last three years, Home Fed­
eral' real estatelubtiidiary Home 
Capital Development Corp. has been 
involved with builder Corky McMiI-

"The interest that I have in the 
note (on the Austin property) is cer­
tainly the major portion of my fami­
ly's assets," Cox said. "It would be 
more than 50 percent of my net. ~ , 
worth." /' 

f ~~~ .- ~ enol: .. ! 
f', ::c ~~o 

01 :3 .... -.... - - C 
III c..o ~i:J 

I -~8 
~ 
;;; .. .. 

'OJ ., 

~~~9\ :: 0 
t:I 

e-
~ = rI1 = > 
"CI 

~ a 

~ ~~ 
-~ -cc 
00 != ==< -JI 

r.I1 = ...... 
0 ~ rI1 
~ t05t 
to ~ 
~ 0 9 ~ r.I1 ...... ~ ~ r 

('fQ ~.~ I =:T rI1 . 
...... ~~ r 

r::c , 
c,..; 

By Christopher Reynolds 
su,nwrIkr 

Chula Vista Mayor Greg. Cox 
received a $2.2 million real estate 
loan from Home Federal Savings & 
Loan A5!0Ciatlon in August 1985 and 
did DOt disclose It 10 economic lnter­
est fonus for 20 months, thougb dur­
ing that time he cast votes support­
ing a pair of major housing develop­
ment projects financed by the lender. 

"I didn't even reflect on the lend­
ing institution that made the loan, 10 
consequently I didn't pick it up," Cox 
said yesterday. "rm sure I'll spend a 
lot more time thJnking and reflecting 
on these things in the future." 

Cox said he and 10 other partners 
in a joint venture needed the Wan to 
save their investments in a troubled 
123-unit Austin, Texas, apartment 
complex. The group bought the com­
plex in 1979 and sold it in 1983, 'Cox 
said, but because he retained the 
land his name was included in the 
loan application. 

Cox did not include the HlD on his 
financial disclosure forms 1n 1985 or 
1986. But on April 2, after auestions 
about it were raised b" ... Los Ange-. 
Jes Times reporter, Co;.. amended his 
forms to include the transaction. . 

He and Chula Vista City Attorney 
Thomas Harron have asked the state 
Fair Political Practices CommisslOn­
fOf' an opillioltilJ-Whether the trans­
action should be reported in disclo­
sure forms. Fair Political Practices 
Commission officials could not be 
reached for comment yesterday. 

" "I certainly had no willful intent to 
hide the information," said Cox. "It'. 
not cle9r whether there was a need 
to disclose it, but I certainly wasn't 
trying to hide anything." 

"He certainly didn't intend to do 
anything improper," said,Harron. "I 
don't think it's improper,', and I also 
think it didn't even cort.e into his 
mind" that his loan from Home Fed­
eral might compromise his City 
Council votes 00 projects backed by 
the savings and loan association. 

lin in EI Rancho Del Rey and Bonit<l 
Long Canyon - two of Cbula Vista's 
largest development projects, with 
the former planned to include more 
than 4,000 units and a lOO-acre busi­
ness park, the latter to include more 
tbaIl 8SO units. 

Home Capilal purehased the EI 
Rancho Del Rey property in January 
1986 . for about $27 million, Wiley 
said, and bought the Bonita Long 
Canyon property in summer 1984 for 
$9.7 million. 

The City Council, including Cox, 
has voted several times on various 
details of the two projects. 

In November 1985, the council ap­
proved plaM calling for 4,028 units in 
the EI Rancho Del Rey project. In 
August 1986, the council unanimously 
approved a final subdivision plan 
caIling for 862 units In Bonita Long 
Canyon. 

Frank Scott, a former City Council 
member and chairman of the slow­
growth community group Cross­
roads, has wrangled frequently with 
Col" .over development issues, but 
Yeliterday he defended the mayor's 
integrity. 

"I think it was an honest mistake," 
said Scot(,""I've sat with Greg for 12 
years, and I know him to be pro-de­
velopmeilL .. But I've nexer had a 
question a80ut his honesty or integri­
ty." 

Cox, 38, a long-time City Council 
member, has served as mayor of 
Chula Vista since 1981. He bas invest­
ed in real estate for about 15 years, 
and in 1982, stepped down as dean of 
activities for Bonita Vista High 
School and made the mayoralty a 
full-time job. The' Chula Vista' 
mayor's post carries a salary of 
about $29,500 a year. 

The Austin apartment complex, 
Cox said, is a key part of his holdings, 
and its uncertain status poses a sub­
stantial threat to his family's ec0-
nomic state. ' 

The property was scheduled for a 
foreclosure auction on April 7, COl 
said, which could have cost him 
$117,000. The sale was postponed, he 
said, when a potential buyer 

"We do a lot of apartment leMing 
and we do some out-of-state lending, 
so it's all within the scope" of harmal 
business practices, said Home Feder­
al spokeswoman Monica Wiley of the 
$2.2 million loan, 

. appeared. 

In the last three years, Home Fed­
eraJ· real estatelubtiidiary Home 
Capital Development Corp. has been 
involved with builder Corky McMiI-

"The interest that I have in the 
note (on the Austin property) is cer­
tainly the major portion of my fami­
ly's assets," Cox said. "It would be 
more than 50 percent of my net, ~ , 
worth." /' 
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San Diego, CA 
(San Diego Co.) 
San Diego Union 
(Cir. D. 217,089) 
(Clr. S. 341,840) 

APR 1 0 1987 
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~'1/ IVIUIC liiall a llabcuy 
Greg Cox, the youthful, eHec- disclosure forms in 1985 and 1986. 

bve mayor of Chula Vista, has Meanwhile, he cast a number of 
projected the image of an able, favorable votes on El Rancho Del 
dedicated, and attractive public Rey and Bonita Long Canyon 
servant dUring his six-year term two of Chula Vista's largest de­
in office, and as a councilman be- velopment projects, which in­
fore that He has been widely elude almost 5.000 housing units 
seen as one of the most promis- and a 100-acre business park 
lng young Republican comers in According to Mr. Cox. the loan 
the state; surely bound for higher was made to avoid default on a 
office. 123-unit apartment complex in 

That Mayor Cox is now which he was involved with other 
besmirched with the possibility investors in Austin, Texas. Even 
of misfeasance is all the more so, he faces a new foreclosure 
surprising, disappointing, and dis- auction on May 7, 
tressing. The bleak facts are not Mayor Cox has properly asked 
in dispute. Mr. Cox must answer the stat!'iJ:!ir.EQlilicalI>r.actices 
{or two basic wrong doings: He Commission to determine to 
failed to report a $2.2 million what extent he is in violation of 
loan made in August 1985 by the law. The FPPC has advised 
Home Federal Savings & Loan that its decision will be handed 
Association, as required by the down within 21 working days 
state's Political Reform Act, and after receiving all the facts 1f 
he voted favorably on two mul- found guilty of violating the dis­
timillion-dol\ar developments closure and conflict-of-interest 

-being financed by his creditor. provisions of the Political Re-
The mayor failed to include the form Act, Mr. Cox could face hor­

enormous loan on his financial rendous fines and even imprison· 

ment. 
So honorable is the mayor's 

reputation that his (riends in 
Chula Vista and beyond are in­
credulous that he should kntlw­
ingly violate the law. And yet, 
disbelief must be suspended when 
an elected official completely 
overlooks his responsibility under 
the law concerning a personal 
loan of $2.2 million. 

The saddened public is brought 
again to consider how Mayor Cox 
or any other public official on a 
salary of about $29,500 can be­
come involved in a losing $2.2 
million deal in Texas. And why? 
The answer, of course, is that 
such officials are courted fur 
their influence by high rollers 
with seductive inside deals that 
supposedly can't go wrong. 

The disaster that has befa /len 
Greg Cox is more than a tragedy 
for him and his family; it repre­
sents a potential loss of some 
magnitude for the people of San 
Diego County. 

San Diego, CA 
(San Diego Co.) 
San Diego Union 
(Cir. D. 217,089) 
(Clr. S. 341,840) 

APR 1 0 1987 

.. )ttLm'1 p, c. 8 ht. lau 

-0-'\) IVIUIC liiall a llabcuy 
Greg Cox, the youthful, effec- disclosure forms in 1985 and 1986. 

tive mayor of Chula Vista, has Meanwhile, he cast a number of 
projected the image of an able, favorable votes on EI Rancho Del 
dedicated, and attractive public Rey and Bonita Long Canyon -
servant dunng his six-year term two of Chula Vista's largest de­
in office, and as a councilman be- veiopment projects, which in­
fore that. He has been widely elude almost 5.000 housing units 
seen as one of the most prom is- and a 100-acre busint;ss park 
ing young Republican comers in According to Mr. Cox, the loan 
the state; surely bound for higher was made to avoid default on il 

office. 123-unit apartment complex in 
That Mayor Cox is now which he was involved with other 

besmirched with the possibility investors in Austin, Texas. Even 
of misfeasance is ail the more so. he faces a new foreclosure 
surprising, disappointing, and dis- auction on May 7. 
tressing. The bleak facts are not Mayor Cox has properly asked 
in dispute, Mr, Cox must answer the stal&.i1!!LPQ\WcaLPnjcti,ces 
for two basic wrong doings; He Commission to determine to 
failed to report a $2.2 million what extent he is in violation of 

ment. 
So honorable is the mayor's 

reputation that his (riends in 
Chula Vista and beyond are in­
credulous that he should know­
ingly violate the law. And yet, 
disbelief must be suspended when 
an elected official completely 
overlooks his responsibility under 
the law concerning a personal 
loan of $2.Z million. 

The saddened public is brought 
again to consider how Mayor Cox 
or any other public official on a 
salary of about $29,500 can be· 
come involved in a losing $2,2 
million deal in Texas. And why? 
The answer, of course, is that 
such officials are courted for 

loan made in August 1985 by the law, The FPPC has advised their influence by high rollers 
Home Federal Savings & Loan that its decision wiH be handed with seductive inside deals that 
Association, as required by the down within 21 working days supposedly can't go wrong, 
state's Political Reform Act, and after receiving all the facts Jf The disaster that has befallen 
he voted favorably on two mul- found guilty of violating the dis­
timillion-dollar developments closure and conflict-oC·interest 

-being financed by his creditor. provisions of the Political Re-
The mayor failed to include the form Act, Mr. Cox could Cace hor­

enormous loan on his financial rendous Cines and even imprison-

Greg Cox is more than a tragedy 
for him and his family; it repre­
sents a potential loss of some 
magnitude for the people of San 
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,~F' ,"'\::< ""CIS. " disclos,ure is, not 'excess' . ' 
l '.,.~ ,1:,,,, ' l ·i 

. -n....r..'A ~~ox erred twice 'by. ,'dll3t~, why !he slate'. FQir PO)itiCai PracU<ef 
. neg!ec ' report. : . in }.dan from ~ , .A~requi~es.public offld8lS tit diSclose most l~ 
-,F,' , gs ... LOan: n )IS 1985 aiid 19~~ in. excess of 110,000, if tIle~der operates in the 
... fi " dWclasure,',F,' He railed to ~I~*#J)ffi~l's jqrisl\iction. ADd;it;ls why Cox, to his cred-
;)oanJJjJailed' ~'abstain on subseqbe~t vq~",'lt, does all bi/ real-estate, ~vesting outside Cbul~ 
, IDVO(, .~.al developments~ " 'Vista." , ~ ,I • • i 
'; Cox sa~~=·t. report the I~n because it did ,B~w~¥1'uu.'. ~-estate4eal':~eial\~ 
i:nolhing~" '" the status of hiSJ.qv~tment in,.~ ,CQx ,turned to. locaJ:.~ f~~be1'p. T1l~'s\DOtb-

_ struggling ~ Texas, apartment complex. But ing wrong,)Vitb that, so IODB as the mayor receives 
'i: be., u1~!WIe 1if!,~ed, that ,Htn", e Federal's de- DO;.pr, efei,r,~""~ir,, eatmeqt8n <tisc10ses th, e rel,ati,~ 

>:' 'bU,' :'Cb.JU3 r,NI(ta ,made,d,iscl~ ~p.~;,~~isnoeVi .' this,,' time,' ,ii'" ' , ,,' ,.:,.,,,,,,,,.~,,,., ;.", ,,','" ,.~, lC"OfL.'dA",,-HO~ft''''om'Rnm@ 
~.. JI'I ... ~:-. >.*'t,'.~;.~.... '" .~ ~~"",,~,~ '-:s.~,~, ',,' . 

. mad~ , iilJ\ug , ,0 ltD t~lo(itS~ jecfs _, ' 
did not ~t',~tb, ~ r ttWliJlo-'bftbe l+dlD ~~jects:~eQQm 

, , " , ,the, Los,:l\ngeWI,' .. otes, :" to have; won City Council apPrQ,,-,even ~ 
!. , , TexasJnVestments,,~,,~Co% bad abstamed. He should have. ' " , : 
, then his '1985 and 1986 disclosure fo~'~ Vi:'he state Fair Political Practices Cc)ID.Qlilssk)D 

, .~" -;.:-;:.:.:...;;,..;;;:.:;::....;;. 
·""out aa.~ ot.,<:autioo," he ~id. ' will have to determine whether 
:: There",no,~.~jpg'88J"~" disclos~. report ~t ' and his, subsequent 

And Cox, who haS'ti@eD aD>eleete.'{offi~ia1 for mote ,. , by Home 1O'...A"' ..... 

than 10 years, should know ~k~rso~, "'QQ ~J!le ~~~~'~tl!~'W~~~~ 
choose.to run {or public office have an oblig~ti.o~ -: ' 

:: moral, aRQ '!,q'~~~)Oinform co~ents, of t.Ji$-; ~\~ , 
financial, Jnteresf.ldWd, any poteJ!pal confli~\S, bf Ii, .la , 
interest they migb:t,:bave;. ",' .' :,:-:-" who snowaaalre:..IDO\1Ii 

- ; ..... 
, .. 

• • _ .. : '"f' 1· .~.~~."'I'''' . __ ~ 



California 
Fair Political 
Practices Commission 

Gregory Cox 
Mayor, Chula vista 
276 Fourth Avenue 
Chula Vista, CA 92010 

Dear Mr. Cox: 

April 29, 1987 

Re: 87-128 

Your letter requesting advice under the Political Reform 
Act was received on April 27, 1987 by the Fair Political 
Practices Commission. If you have any questions about your 
advice request, you may contact John McLean, an attorney in the 
Legal Division, directly at (916) 322-5901. 

We try to answer all advice requests promptly. Therefore, 
unless your request poses particularly complex legal questions, 
or more information is needed, you should expect a response 
within 21 working days if your request seeks formal written 
advice. If your request is for informal assistance, we will 
answer it as quickly as we can. (See Commission Regulation 
18329 (2 Cal. Adm. Code Sec. 18329).) You also should be aware 
that your letter and our response are public records which may 
be disclosed to the pUblic upon receipt of a proper request for 
disclosure. 

DMG:plh 

Very truly yours, 

)'-1 I (j 1/,:' f L 
'- 7 , ___ ~ 

./ I 

Diane M. Griffiths 
General Counsel 

California 
Fair Political 
Practices Commission 

Gregory Cox 
Mayor, Chula vista 
276 Fourth Avenue 
Chula Vista, CA 92010 
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Diane M. Griffiths 
General Counsel 

California 
Fair Political 
Practices Commission 

Gregory Cox 
Mayor, Chula vista 
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Diane M. Griffiths 
General Counsel 


